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SOME DIVERGENCES OF ACCOUNTING THEORY 
FROM ECONOMIC THEORY 


JouHN B. 


ago was, quite unintentionally, the 

instigator of this paper. In an ex- 
temporaneous address to a class in ele- 
mentary accounting of which I was a 
member he said in effect that the profes- 
sional public accountant can lay no more 
secure foundation for the theory and prac- 
tice of his profession than by acquiring a 
thorough familiarity with general economic 
theory; particularly with the classical the- 
ory of value and distribution. For no 
better reason than that I intended to be- 
come a professional economist I believed 
him; it seems necessary to the beginner in 
professional study to attach all impor- 
tance to the subject matter of his profes- 
sion. No doubt many of you at one time 
or another have shared Professor Friday’s 
belief. Most economists and some teachers 
of accounting do. 

Even after my chief interest had cen- 
tered upon instruction for those who 
meant to become professional public ac- 
countants, I continued to preach my belief 
to all and sundry. And, being in a position 
not merely to advise and to preach, but 
also to require conformance, I thrust 
many excellent students of accounting into 
courses in economic theory. They were 
excellent courses in theory. Make no mis- 
take about that. But many of the stu- 
dents came back to me in pained confusion. 
They would admit that the subject was 
interesting for itself, but they wanted to 
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know how the theories of production, of 
exchange, of distribution, of consumption 
and of public finance and how the history 
of these theories could throw any light 
upon the problems of professional public 
accounting. And I, manufacturing ex- 
planations without reflection, told them 
how. By the look upon their faces I could 
see that to their confusion I had added 
disbelief. 

I am not wholly insensitive to the opin- 
ions of good students. I finally began to 
consider the matter on its merits and to 
look for real support to my belief. To my 
embarrassment I found little. I hardly 
know now whether to say that my earlier 
belief was a mere act of faith or that my 
conception of economic theory is now so 
different from those brands professed by 
the classical economists and by Jevons, 
Marshall, Cannan, Taussig, Seligman, Ely, 
and a host of others as to constitute an 
entire shift of ground. 

As between the writers in accounting 
theory and the writers in economic theory 
of whom I am now speaking it can be 
maintained: (1) that they adopt wholly 
different modes of analysis; (2) that they 
take into account a vastly different scope 
of subject matter; (8) that their major 
topical divisions in systematic writings 
have almost nothing in common; (4) that 
they concern themselves almost entirely 
with diverse problems; and (5) that the 
points of view taken toward method, sub- 
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ject matter, and specific problems have 
little in common. It is quite possible to 
discuss the topic to which I have ad- 
dressed myself under these qualitative di- 
visions. But within the scope of this 
paper I shall probably convey my ideas 
more clearly if I consider a series of il- 
lustrative cases and hold myself free to 
point out whatever differences seem most 
significant. 

Both professions, to be sure, deal with 
the conduct of men in gaining a livelihood 
—with income getting in that most gen- 
eral sense of the supply of those objec- 
tive services with which our human, ma- 
terial wants are satisfied—but with a 
difference. The accountant is concerned 
with those activities almost exclusively 
as they manifest themselves in those ac- 
tual, particular institutions which we call 
enterprises. His unit group is the busi- 
ness enterprise. With individual human 
beings he is concerned chiefly to the ex- 
tent to which they participate in the 
finances or the operations of the enter- 
prise under review. Even when the ac- 
countant prepares an individual’s income 
tax return he is concerned only with 
those elements of his want satisfying ac- 
tivities that give rise to a tax liability. 

Whether the accountant is dealing with 
an enterprise as an entirety or with the 
individual as a taxpayer both the enter- 
prise and the taxpayer are real. The 
economist, on the contrary, devotes no 
attention at all to real individuals or to 
real enterprises. He may appear to be 
concerned with what laborers do, or what 
is done by the suppliers of monied funds 
or by those who exercise managerial pow- 
ers, or by those who own land, etc. But 
the appearance is illusory. These are 
not real laborers, or capitalists, or mana- 
gers, or landlords. They are functional 
groupings invested by the economist with 
standard sets of motives, aims, interests 
and opportunities. In the over-simplifi- 
cation apparently thought necessary to 
the analysis and exposition of his sub- 
ject the economist passes freely from this 
large group standardized in his imagina- 


tion, to the hypothetical individual with- 
in the group. He describes the con- 
duct of this imaginary individual in an 
imaginary market situation. ‘The older 
economists were content to discuss broad 
qualitative, type-differences almost exclu- 
sively. The accountants have always 
dealt in classified individual differences of 
a quantitative character. 

Since both professions are interested 
in income in the most general sense of 
that term, both are interested in what is 
called production. But the interests of 
the two groups are widely divergent. A 
machine, to the economist, is a specimen 
capital instrument, an agent possessing 
certain attributes that confer upon it a 
capacity to serve society. To the accoun- 
tant the machine is only a source of im- 
mediate technical services and only of tech- 
nical services the results of which inure 
to the benefit of, and can be appropriated 
by, the persons beneficially interested in 
the enterprise. The economist looks upon 
social benefit, the accountant upon indi- 
vidual profit, upon that which can be ac- 
quired and appropriated by certain in- 
dividuals. 

Let me present two illustrations. The 
nurseryman who in his experimental 
plantings produces a seedling peach of 
superior flavor, appearance and shipping 
quality has rendered a service to society. 
The economist considers this profession- 
ally, the accountant, as a consumer of 
peaches only. For the monetary profit 
which the nurseryman can appropriate 
is much less than the benefit conferred. 
Once grafting stock has passed from his 
control he quickly loses any advantage 
that his lucky discovery gave him. His 
accountant cannot be professionally im- 
pressed by the excellence of the fruit. He 
can foresee that the profits to the nursery- 
man are of a different order from the 
benefits to the consumers of peaches. 

My second illustration is the converse 
of the first. A gold dredge laying waste 
a valley in the exploitation of a rich de- 
posit can be, and generally is, regarded 
by the economist as adding nothing to 
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the sum of human utilities." But the 
mining company’s accountants look no 
further than to the richness and extent 
of the deposit controlled by the company, 
to the costs of operating the dredge and 
to the profits to result from the ex- 
ploitation. Professionally they are in- 
different to the effect of the operations 
upon the public. 

Both professions are concerned with 
public finance. The economist considers 
the scope of public control and of pub- 
lic operation of enterprise. He examines 
the attributes of particular tax measures 
and of tax systems, he devotes much 
thought to the incidence and shifting of 
taxes and to the distribution of the tax 
burden among elements of the popula- 
tion. He considers problems of tax jus- 
tice, tax convenience, tax’ economy, etc. 
The accountant, if his client is a pri- 
vate person, deals specifically only with 
individual tax incidence, that is, with 
the tax liability and tax disbursements 
of his client. If his client is a public 
person with taxing powers, he considers 
the client’s revenue collections and dis- 
bursements in the light of the existing 
revenue and appropriation acts. The in- 
terests of the two professions are almost 
wholly diverse. Only as private citizens 
having special knowledge of tax conven- 
lence and tax economy do the accoun- 
tants enter the economist’s field at all. 
Only to the extent that the economist de- 
parts from classical theory and becomes 
a statistical student of public finance 
does he enter the accountant’s field. 

But what of the topic, exchange? 
Surely, one might think, the economist 
and the accountant meet here on common 
ground. As the theory of value con- 
stitutes the very vitals of economic theory 


*In a recent address at Stanford University, 
Professor Kemmerer expressed a doubt that fur- 
ther present additions to our gold stock would 
constitute a benefit to the world population. Per- 
haps a different view might be held if the addition 
contemplated were great enough to make gold 
value as low as that of iron, let us say; for then 
certain of the peculiar properties of gold would 
allow an enormous expansion of uses in the arts. 
A gold-plated ship hull would never need painting. 


so also does valuation constitute the chief 
technical pre-occupation of accounting 
theory. Just so, but note the difference 
in my terms; for the theory of value 
can be, and is, different from the theory 
of valuation in everything but subject 
matter under consideration. With ul- 
timate causes of value, with explana- 
tions of value, with the primary or ul- 
timate conditions which may, concep- 
tually, determine value in the long run, 
with normal value or price, the accoun- 
tant cannot professionally concern him- 
self. 

The quantitative effects of the ultimate 
causes of value cannot be traced with 
precision or even useful reliability 
through intermediate causes to the proxi- 
mate or immediate causes of value in a 
given specific instance. The accountant 
does not wish, and has no reason to 
wish, to explain value. Those primary 
or ultimate conditions said by the econo- 
mist to determine value are  them- 
selves incapable of being measured 
statistically; and, on that account, can- 
not become the foundation for real valua- 
tions. The concept of normal value or 
normal price is almost useless to the 
accountant. He must, from the nature 
of his work, set down figures at short 
run intervals. Before the economists’ 
“long run” has had time to become long 
the thing to be valued will have been con- 
sumed or will be in some one else’s hands. 
At any balance sheet date there is al- 
ways a “long run” still to come. Long 
runs have a way of continuing to be long. 
Unless and until the economist finds a 
prevalent, reliably measureable chain of 
related phenomena running from ultimate 
causes to present valuation results his 
theory of value will be of little use to 
the accountant. The accountant will 
have to rely upon proximate, or if you 
will, superficial, indications of value. If 
one knows the closing price on a given 
day of a stock listed upon an exchange 
he can make a better guess at the next 
day’s opening price than can the most 
erudite economist who is _ without 
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knowledge of the stock’s quotations and 
without knowledge of the accountant’s re- 
ports on the condition of the corpora- 
tion. As compared with any classical 
or other purely qualitative theory of 
value one would nevertheless have to say 
that the last previous price is but a 
superficial cause, or explanation, or de- 
terminant of the succeeding price. 

Taussig, speaking of value in the long 
run or normal value under conditions 
of varying cost says, “Value is then de- 
termined in the long run by cost to the 
marginal producer; but at what point in 
the varying scale of costs that producer 
will be, depends on the conditions of de- 
mand.” If “in the long run a price 
which will make it worth (a producer’s) 
while to contribute” to supply can barely 
be expected, he is a marginal producer.’ 
This proposition recommends _ itself 
strongly to one’s common sense. It does 
more; it recommends itself to the re- 
fined and exalted sense of many well in- 
formed men. Let us take the proposi- 
tion into the market. place to test its 
truth—if we can. 

Suppose we choose as a specimen com- 
modity for the test a type of cabinet- 
maker’s claw hammer of given design and 
specification. Some of these hammers are 
made by concerns that make hammers 
only, but hammers of many kinds. Others 
are made by those who manufacture a 
“full line” of small tools. Still others 
are made by those who turn out not tools 
only, but shelf hardware, cutlery, builders’ 
hardware, firearms, ammunition, and so 
on. Here are conditions of varying cost 
with a vengeance. Let us ask each of 
these manufacturers a few questions. 
What has it cost you per hammer in past 
years to put this tool on the market? 
What is it costing you this year? What 
do you expect it to cost you next year, 
or five years from now? Have you been, 
are you, or do you expect to be, a mar- 
ginal producer? Let us ask also upon 
what evidence the answers are based. 

? Principles of Economics, Vol. I, p. 185. 

* Ibid. 


Let us appoint a commission of pro- 
fessional students of cost analysis to 
weigh the answers made and the evidence 
produced to substantiate them. Such a 
jury, of course, will be aware of that 
intricate and ever changing condition of 
joint costs that prevails in modern en- 
terpise, and that runs through from ex- 
penses of site, of housing, of purchasing 
materials and supplies, of operating tech- 
nical equipment, of advertising, of selling, 
and of collecting the accounts, to ex- 
penses of general administration. They 
will be aware too that this rationally 
unanalyzable mass of joint costs will be 
shot through and through with the 
variables of idle time and inadequate use 
of men and things and the variable of 
prices to be paid. They will be aware, 
too, of the difficulty of writing the sce- 
dules of future prices for these hammers 
and the schedules of future sales volume 
in them. 

This commission can be trusted to 
view with the utmost scepticism not 
merely what the manufacturers of these 
hammers may say about their costs but 
also the proposition of the economist 
about normal value or price. They will 
know that the information and the sup- 
porting evidence upon which the econo- 
mist supposes the manufacturer to act 
doesn’t exist. They will know that the 
figure representing the economist’s cost 
of production exists only in his imagina- 
tion. They will know that if a marginal 
producer exists at all he exists by acci- 
dent. No one can pick out the marginal 
producers either by observing their en- 
trance into, or withdrawal from, the mar- 
ket or by any other reliable objective 
evidence. 

When the accountant values the ham- 
mers that he finds in a manufacturer’s in- 
ventory he has before him all the objec- 
tive phenomena that the economist ap- 
pears to contemplate, but his contem- 
plations of those phenomena are of a 
totally different order. His valuation 
may be superficial, but it works. His 
valuations, let us hope, may become 
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better, but there is no reason to hope, or 
to wish, that the accountant will look to 
this brand of economic theory for light. 

The economic theorist not only talks 
about value, but also appears to talk 
about valuation as well. He will tell 
us that a capital instrument, for exam- 
ple, a lathe in a machine shop, derives 
its value from the value of the lathe’s 
future services and disservices—that the 
true valuation of the machine is deter- 
mined by capitalizing its future money- 
valued service and disservice series. But 
unless the service of the lathe consists of 
bringing in a sale price either for the 
lathe itself or for a separately sold 
schedule of its technical services no series 
of future services independently valued 
in money can exist outside the imagina- 
tion. One may, on the basis of ex- 
perience, make estimates distributed in 
time of the disservice series, the outlays 
for maintenance, upkeep, repairs, power 
consumed, etc. Like estimates can be 
made of the cost of obtaining similar 
services by available alternative means. 
Such a negative series can be capitalized, 
but it is only the negative half of the 
whole series. So also can one make a 
time schedule of anticipated technical 
services, that is, of the metal-cutting that 
can reasonably be expected of the lathe. 
But there is not and cannot be, a co- 
efficient of conversion whereby these 
metal cutting services can rationally be 
converted into unit money values. Real 
capital valuations, i.e., valuations arrived 
at by discounting, cannot exist under the 
conditions described. 

Costs per unit of technical service can 
be esimated. On the basis of these, in- 
telligent choice between one mode of ob- 
taining services and another, e.g., 
through purchase of one machine rather 
than another, can be made. This ra- 
tional basis of choice becomes the foun- 
dation for a theory and practice of val- 
uation. If a given kind of technical serv- 
ice, for example, metal cutting, is essen- 
tial to the operations of an enterprise 


and if this service, together with others, 
can be had at a price that promises an 
enterprise profit or the reduction of an 
enterprise loss, the service is worth what 
it costs. If a given machine at its pur- 
chase price, together with subsequent 
outlays for maintenance, upkeep, repairs, 
power consumption, etc., shows promise 
of rendering adequate service more 
cheaply per unit than any alternative 
device, the machine is worth what it 
costs. No one could sensibly pay more, 
or value it at more, than he is compelled 
to pay. Nor can he sensibly value it 
at less and decline to pay. One might 
be willing to pay more if necessary; one 
would be glad to pay less if possible, but 
the fact of best optional cost of service 
is determining. It is the services that 
are wanted—the buying of a particular 
machine is but an incident to securing 
them. 

Machine service is brought, and ma- 
chines purchased are valued by the buyer, 
with some approximation to this basis 
of valuation. It is for this reason that 
the accountant can safely regard actual 
cost as the best single evidence of going 
concern value. It is not the fact of cost 
but the fact of choice at the cost, or 
despite the cost, that signifies. The often 
made charge of the economist that the 
accountant confuses cost with value can- 
not be substantiated by the mere fact 
that accountants so commonly adopt 
cost as their basis of first valuation and 
of subsequent revaluations. The backing 
of a judgment with real money by one 
skilled in his enterprise is too good an 
evidence of value to be rejected or de- 
parted from lightly. 

When the accountant revalues at in- 
tervals he finds part of the services gone 
—either they have been used or the op- 
portunity for using them is lost. The 
effect of this diminution of residual serv- 
ices is to depress carrying value; it is of 
the essence of depreciation. But unless 
there is extraordinarily trustworthy evi- 
dence that the best available cost per 
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unit of further services is something 
other than that implied by the purchase 
price of the machine the asset will be 
revalued on the basis of cost. 

The accountants’ theory of valuation 
of fixed tangible assets overturns neither 
the classical theory of value nor the 
theory of capital valuation, but it does 
ignore them. It is independent of them. 
Moreover, it works. It works, yes, but 
in its workings it does some things that 
grieve many economists. When this 
theory of valuation is applied to an en- 
terprise having large holdings of fixed 
tangible assets we often see a great dis- 
crepancy between the book value of the 
assets and the investment market value 
of the stocks, bonds, and floating debt. 

Now grant for the sake of the argu- 
ment, that the investment market price of 
the securities represents an estimate of 
the capital value of the securities, i.e., 
the discounted present worths of the fu- 
ture payments to the holders, and hence 
represents a capital value of the enter- 
prise. If this security market value dif- 
fers widely from the sum of the asset 
valuations found by the accountant, and 
chronically differs widely, who is wrong? 
The unimformed person says the accoun- 
tant is; and says that the accountant’s 
mistaking of cost for value is the cause. 
I deny this. There is nothing whatso- 
ever in accepted accounting procedure 
(though there are some mistaken state- 
ments in the writings on accounting) to 
support the notion that accountants are 
trying to find any figure for the capital 
value of enterprises. No one knows bet- 
ter than the accountants the difference 
between cost of the assets and the capi- 
tal value of the enterprise. Their almost 
unanimous refusal to recognize goodwill 
valuations unless these are backed by as 
good a test as that of having been paid 
for in a bargain between skilled men who 
are strangers in interest to one another 
is, in itself, proof enough of my position. 
The professional public accountant does 
not attempt to predict in figures what 


the present worth of the future earning 
power of a concern will ultimately prove 
to be. He does not mentally project the 
difference between future sales and ex- 
penses and capitalize it. Neither will he 
certify to the soundness of anyone else’s 
mere estimate. 

Of those assets that will be directly 
converted into money he either expresses 
an opinion of their present worth or gives 
a figure to serve as an index to their 
present worth. But of the fixed tangibles 
which cannot be valued in this way be 
merely says that their residual services, 
or services of like kinds, are essential to 
the conduct of the enterprise. Of each 
class of these essential services he says in 
effect that he has no reason to suppose 
that they could be had for less than their 
implied cost. He exhibits as a valuation 
that part of an incurred cost which can 
be said to apply to unused, and available 
services. 

Valuations of this latter kind conform 
to the valuations upon which skilled men 
act every day in the conduct of affairs. 
Good valuations of this kind may be of 
the utmost importance to all concerned 
in an enterprise. But there is nothing 
in the statistical procedure of the ac- 
countant that implies either that these 
valuations are capital valuations or that 
the sum of them bears any simple re- 
lation to the capitalized value of a con- 
cern’s earning power. ‘These valuations 
and capital valuations are of such differ- 
ent orders statistically that they cannot 
be translated by any formula from one 
form to the other in either direction. 

I do not assert that perfection in the 
accountants’ theory of valuation has been 
achieved. Vastly more remains to be done 
than has been done. Much less do I 
assert that practitioners achieve precision 
in the application of current theory. 
Some practitioners, perhaps, are not 
familiar with all theory writings in their 
subject. Most important of all, the 
business community is not yet ready al- 
ways to pay for the best valuation serv- 
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ice that accountants know how to ren- 
der. The improvements in theory and in 
practice that I confidently expect to oc- 
cur before the lapse of many years, how- 
ever, include little or nothing that the 
classical economic theory of value and of 
valuation has to suggest. 

In my opening remarks I indicated 
that my change of position on the value 
of economic theory to the professional 
accountant might be described as a shift 
of ground. For I cannot say of all eco- 
nomic theory what I have said of the 
older, commoner brands under discussion. 
There is, as you know, a wholly new and 
wholly different kind of economic theory 
coming into existence. This new theory 
is not yet cast into ordered systems. 
It exists in fragmentary form only. It 
consists of inquiries into the statistical 
relations of one real statistical series to 
another. It is exemplified in the statis- 
tical publications of many foundations 
such as the National Bureau of Economic 
Research, The Harvard Committee of 
Economic Research, The Pollak Founda- 
tion, The Brookings Institute of Econom- 
ics, The Food Research Institute, the uni- 
versity bureaus of business and economic 
research and the publications of many pri- 
vate enterprises of which the American 
Telephone and Telegraph Company is an 
example. 

This new theory has much in common 
with accounting theory both in purpose 
and technique. Its devotees deal quan- 
titatively with the behavior of real peo- 
ple in a real market. Its groups are 
groups of real units whether of persons 
or enterprises, or commodities, or serv- 
ices. Its prices are prices actually paid. 
It is almost purely an objective theory 
based upon observations of objective 
phenomena. 

It is, perhaps, too soon to decide 
whether or not this new form of econo- 
mic theory and its associated techniques 
should become a part of the professional 
equipment of the future accountant. It 
is not too soon for the members of this 


society to begin considering it. For 
among the changes in accountancy that 
suggest themselves as likely to occur few 
seem more certain than that the aca- 
demic branch of the profession will play 
a more important réle in determining the 
future accountant’s professional equip- 
ment. 

While we wait for the new economics 
to prove its worth both in its own field 
and in ours shall we abandon all the 
older theory in our preparatory courses 
of study? I, for one, hope that we shall 
not. Professional accountants are to be 
citizens as well as technicians; and the 
economists’ views upon public problems 
include much that can ill be spared from 
the training of the citizen so influen- 
tially placed as the professional accoun- 
tant. The so-called problem courses 
such as corporation finance, insurance, 
money and banking, and so on, despite 
their being tinged with the old theory, 
are of undoubted usefulness to the ac- 
countant. 

Moreover, not all theory writings of 
the qualitative sort need be cast out of 
the professional course of study. There 
is one development of a major part of 
economic theory in which the accountant 
ought to feel himself on familiar ground. 
That development is found best exem- 
plified, perhaps, in Professor Irving Fish- 
er’s writings, particularly in his Nature 
of Capital and Income, and in his Rate 
of Interest. Here is a qualitative analy- 
sis in a quantitative dress. Fisher, him- 
self, speaks of it as an economic accoun- 
ting. It is no matter for surprise that 
his analysis should lend itself so well to 
quantitative adaptation. His own train- 
ing as a mathematician, his extremely 
valuable contributions to the new field 
of statistical economics and his interest 
in the theory of accounts show his strong 
bent for the quantitative method. 

From a study of his work much can 
be learned both by the accountant and 
by the economist engaged in the newer 
type of theory formulation. He urges 
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more aptly, perhaps, than anyone else has 
done the need for keeping fundamental 
concepts in mind if order is to be brought 
out of the welter of economic phenomena. 
In a late paper he says: “I believe that 
the concept of income is, without excep- 
tion, the most vital central concept in 
economic science and that on fully grasp- 
ing its nature and interrelations with 
other concepts largely depends the full 
fruition both of economic theory and of 
its applications to taxation and statis- 
tics.’ 


As a student both of accounting theory 
and of economic theory I concur fully. 
Income is not only “the most vital cen- 
tral concept in economic science,” it is 
also the simplest and most fundamental. 
And only by beginning with that which 
is simplest, or most elementary, can we 
hope ever fully to develop and under- 
stand the more complex concepts. Here, 
if there is one at all, is surely the meeting 
ground of the accountant and the econo- 
mist. With what that is more elementary 

* American Economic Review, Vol. XIV, p. 64. 


or more vital or more fundamental than 
income does the accountant concern him- 
self? With what substantive thing, im 
deed, other than income in its various 
dresses, does the accountant concern him 
self at all? For income in essence is 
services—the desired element in eco 
nomic events. Change the sign and you 
have the undesired element in economic 
events, disservices, or expense. Consider 
the sources of service and you think of 
tangible assets. Think of the destination 
of disservices or expense and you think 
of liabilities. Value an object and you 
estimate its residual services, and segre 
gate cost of past services from cost of 
future services. 

If there is to be any work in econo 
mic theory required of the university 
student intending to become a profes 
sional public accountant let it be study im 
which the sphere of his future profes 
sional activity in economic affairs is im 
dicated. Let it be something in which an 
opportunity of the two professions to 
join hands in a common endeavor be 
comes apparent. 
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THE USES OF DIFFERENTIAL COSTS 


T. H. Sanpers 


HE ATTENTION of economists, ac- 
countants and business men has of 
late been directed more and more to 
the behavior of overhead costs, and in 
particular to those consequences which 
result from the fixed character of a large 
part of them. This problem will be in- 
creasingly important as time goes on, 
since progress consists very largely in 
the substitution of machine methods for 
hand methods, and for simplifying man- 
ual operations where they cannot be 
eliminated entirely. The natural result 
will be a constant tendency, in any one 
industry, for the relative percentage of 
labor costs to diminish, and for the per- 
centage of overhead costs to increase, 
though with a net reduction in the total. 
Everyone is familiar with the fact that 
an increased volume of output results in 
a decreased unit cost, as far as overhead 
is concerned. This fact has been noted 
in all the standard works of economics 
since Adam Smith, but it is Professor 
J. M. Clark’s work, Economics of Over- 
head Costs, which has analyzed the sub- 
ject to the greatest extent. Not only has 
he there shown many practical instances 
of the behavior of costs; he has gone so 
far as to argue that the results of this 
behavior are such as to negative some 
of the most fundamental concepts of 
modern economic science. 

Before discussing that matter at 
length, however, it would be well to de- 
fne our terms. The term differential 
costs is used by Professor Clark to in- 
dicate those specific increments of ex- 
pense which will accompany any specific 
increment in the output; the accountant 
will naturally think of direct . material, 
direct labor, and of certain items of ex- 
tra burden expense which inevitably ac- 
company -the increase in volume of out- 


put. Everyone knows that these specific 
increments when applied to the entire in- 
crease in volume, give a very small unit 
cost, as compared with the unit cost for 
the preceding base quantity. These con- 
ditions tempt the manufacturer to reduce 
prices for the purpose of increasing his 
volume, since it is nearly always possible 
to secure a price which will show some 
profit after the differential costs have 
been covered. It is in these conditions 
that Professor Clark finds a substantial 
qualification of the ordinary value theory, 
which says that at any one time for any 
one commodity in any one market, there 
will be a uniform price, brought about 
by the action of competition. It is now 
argued, on the contrary, that the pos- 
sibility of turning out from a factory 
succeeding increments of product at suc- 
cessively lower costs per unit, furnishes 
a constant temptation to find outlets at 
lower prices which are yet high enough 
to yield a profit. 

Before analyzing this theory, or. pre- 
senting any practical applications of it, 
the relation of differential costs to other 
economic concepts ought to be considered. 
For instance, what, if any, is the rela- 
tion between differential costs and those 
marginal costs which according to gen- 
eral economic theory determine selling 
price in short-run periods? It will be 
found that the economist first considers 
the supply conditions, and the demand 
conditions for a commodity in the aggre- 
gate, and strikes a balance at which the 
demand will be sufficient to absorb the 
supply. But he recognizes that the de- 
mand is of more or less intensity on the 
part of different individuals, thus afford- 
ing a consumer’s surplus to those who 
would pay more than the market price if 
they had to, and further, that producers 
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or suppliers are also manufacturing at a 
range of costs extending from a very 
low figure per unit for the efficient pro- 
ducer, to a high cost per unit for the 
marginal producer. Having surveyed 
these two groups of conditions the econo- 
mist concludes that it is the lowest price 
offered, maybe by the weakest or margi- 
nal producers, which will tend to deter- 
mine the prevailing market price. But 
this does not mean that the unit cost of 
the last increment turned out by the mar- 
ginal producer will determine selling 
price; it means that his unit cost figured 
on his entire output is the crucial figure, 
since it is this figure which is necessary to 
give him that margin of profit necessary 
to keep him in business, and thus main- 
tain the equilibrium of supply and de- 
mand which has been assumed. Care 
should be taken to make this discrimina- 
tion, since the cost of production of the 
marginal producer is considered to have 
such potency. 

It is of course understood that, in the 
long run, prices are based upon the 
costs of the normal or representative 
firm, to use Marshall’s term. 

Another economic concept which is 
related to differential costs, though in- 
versely so, is the idea of quasi-rent. This 
term is employed to include all those ex- 
tra earnings derived from the possession 
of rare natural abilities on the part of a 
business man, or (which may be partly 
the same thing) from the investment of 
capital in industries particularly well cir- 
cumstanced, having a favorable conjunc- 
ture, as the economist says, and thus 
showing advantages as compared with the 
unit costs of the marginal producer who 
is without these advantages. It follows 
that producers will be earning high quasi- 
rents when their production costs are 
low, and low quasi-rents when their pro- 
duction costs are high, thus making an 
inverse ratio between quasi-rent and 
costs, which ratio will prevail through- 
out the range of differential costs relating 
to successive increments of output. 


But even when the term marginal cost 
is defined as above, to indicate the aver- 
age unit cost of the marginal producer 
based on his entire output, it must still 
be remembered that this cost has the 
power to determine selling prices only 
after the aggregate supply quantity of all 
producers has been balanced against the 
aggregate demand quantity of all con- 
sumers; and Marshall very clearly argues 
that all these quantities enter into the 
making of price, and not merely the mar- 
ginal quantity. 

The purpose of the preceding argument 
has been to show that we must not at- 
tribute to the unit figures based on the 
differential costs of the last increment 
in the output of an individual producer, 
that power to determine prices which is 
attributed by the economists to the unit 
costs of the marginal producer. The next 
question is whether a manufacturer can, 
so to speak, sectionalize his markets in 
a manner corresponding to the section- 
alizing of his production which is as- 
sumed when he computes the differential 
costs. For example, if he can turn out 
50,000 units at an average cost of 
$10.00 each, an additional 10,000 units 
at an average cost of $6.00 each, and a 
still further 10,000 units at an average 
cost of $5.00 each, can he devise a means 
of selling these successive quantities of 
50,000, 10,000 and 10,000 units at say 
$12.00, $7.00 and $6.00 respectively. If 
he can he will obviously have made more 
money than if he sold only the first 
50,000 units at $12.00 each, even though 
the selling prices of the last two incre 
ments in output were lower per unit than 
the cost price of the first 50,000, lower in 
fact than the average cost price on the 
entire 70,000. Professor Clark argues 
that he can and does do this: and that 
his doing so disproves the economic idea 
of a uniform price within a given market. 
Evidently the difference of opinion turns 
upon the precise boundaries of the terms 
market, price, and output. Marshall says 
specifically that, while a man may calcu- 
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late the lowest price at which it will be 
worth his while to accept an order di- 
rectly from the “special cost” of that 
order, which is the same thing as Pro- 
fessor Clark’s “differential cost,” regard- 
less of any effect on his action in spoil- 
ing the market, yet “in fact he must as 
a rule take account of this effect: the 
price at which it is just worth his while 
to produce, even when trade is slack, is 
in practice generally a good deal above 
this prime cost, as we shall see later on.”” 
One may infer from this that Marshall 
does not believe it possible, to a very ex- 
tensive degree, for a producer to sell an 
extra lot of goods at a very much re- 
duced price without interfering with the 
market for the original quantity on which 
he has been relying to pay all his general 
burden. Professor Clark again argues 
that it can be done, is done, and that 
many producers are constantly bending 
their efforts to accomplish it. 

Now the fact is that markets in the 
economist’s sense are not water-tight 
compartments completely separated from 
each other; while one market may be 
broadly distinguished from another, it is 
likely to merge by imperceptible degrees 
into the other, and a similar relationship 
prevails among all the economic quantities 
with which we have been dealing. That 
markets are fairly well defined is shown 
by our common language when a man is 
considering buying a house or a car or 
any other commodity; we speak of his 
being in the Ford market, in the Buick 
market, or in the Cadillac market; with 
houses we speak of his being in the 
$10,000 market, the $15,000 market, and 
soon. It is assumed that each man will, 
partly from his preferences and partly 
from necessity, decide in which market he 
can buy any specified commodity, and 
although it is possible to assume a good 
deal of latitude on any one commodity, 
yet when we reflect that nine-tenths of 
our people earn less than $5,000 per 
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year, it is impossible to make this lati- 
tude very large. If the average man 
spends more on his car than is customary 
for his income class, it means that he 
has that much less to spend on other 
things; for the entire class the average 
will thus assert itself. For purposes of 
the general economic argument, therefore, 
it is not the fact that one market merges 
into another, but the fact that they 
really are distinctive, which is significant. 
Any of us will readily think of many 
examples where successive markets are 
created in the same commodity by various 
differentials. A manufacturer can afford 
to sell to a wholesaler at a much lower 
cost than to a consumer to whom he 
must give all kinds of service, but al- 
though the commodity is the same the 
market is different; the difference in the 
services which go along with the com- 
modity makes it a different market. In 
this hotel there is the main dining room 
to which Deans sometimes take us when 
they are considering us for new positions ; 
and there is the lunchcounter in the base- 
ment where we eat after we have obtained 
the positions. Every man here knows 
that it is not the same market, and yet 
it is a device by which the hotel manage- 
ment retails food at varying prices, in 
order to earn a larger aggregate net in- 
come on the entire enterprise. It is to 
these smaller, narrower markets that the 
economist refers when he argues that in 
any one market one price will prevail; as 
soon as the conditions surrounding the 
sale of the commodity are changed, the 
market is changed, and it cannot be said 
that the resulting change in price upsets 
the general economic theory. 


SOME PRACTICAL EXAMPLES 


Having thus surveyed the economic 
theory of the subject it will be well to 
consider some practical applications of 
it. It is well recognized that good busi- 
ness men make rapid generalizations of 
economic fact without filling in, even in 
their own minds, all the terms of the 
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argument. With successful business men 
these generalizations will be none the less 
sound, for the direct manner in which they 
are arrived at by instinct. To demonstrate 
whether they are right or wrong, how- 
ever, necessitates analyzing all the terms 
of the argument, and it seems to me 
peculiarly the province of the accountant 
to be able to make this complete analysis, 
and thus, in a measure, act as inter- 
mediary between the economist and the 
business man. 

First it will be advantageous to com- 
pare two cases of large manufacturing 
concerns of perhaps approximately equal 
size, but in different circumstances. In 
the first a single article is made, a safety 
razor, in several models and in vast 
quantity; in other words, there is stand- 
ardized repetitive production on a very 
limited number of articles. In these con- 
ditions the control of expenses is much 
more feasible than where a varied output 
occurs. This company has accordingly 
prepared a budget in great detail and has 
computed, for every item of expense, the 
degree of variability which occurs with 
changes in volume of output. Thus direct 
material and direct wages are recorded as 
100% variable; depreciation, taxes, in- 
surance are treated as practically in- 
variable; in between are all the other 
items of expense which are said to vary 
50%, 60% or other appropriate figure 
based upon experience. In this way the 
exact effect of increments in output upon 
each item of expense is shown; from these 
a sliding scale budget is prepared setting 
up standards for all items of expense 
under any volume. Variations from these 
standards are computed and reported in 
a more arbitrary fashion than one would 
suppose useful or likely in practical busi- 
ness. Thus, under supervision a standard 
may be set on the foreman’s salary; if 
the output goes down 10% they natur- 
ally cannot have 9/10 of a foreman; 
nevertheless a loss or variance of 10% is 
shown in the item of supervision. It is 
believed that by constantly showing these 


variances the attention of manufacturing 
executives will be kept centered upon the 
necessity for bringing all items of ex 
pense into line, if the total standard cost 
of the product is to be realized. 

This company has a maxim that there 
is no lower limit for costs; many times 
they have thought they had reached an 
irreducible minimum, only to find that 
new machinery, new methods, or a new 
design made still further reductions pos 
sible. They believe, and their experience 
confirms them in the belief, that this con 
stant attention to variations from stand 
ards, taking into account all the time the 
differentials which arise with volume of 
output, is a most fruitful source of sug 
gestions for finding means of cost re 
duction. They believe also that it is the 
best possible safeguard against extravi- 
gances which are constantly flaring up 
and will go untouched unless they are 
reported upon. In the absence of the 
calculation of differential costs the pro 
duction executives always have an excuse 
for excessive costs that the volume of 
output has varied; in many factories this 
excuse has to be accepted because they 
do not know how much expenses should 
normally vary with changes in output 
But with these differentials carefully 
computed, and the precise amount of ex- 
pense appropriate to each volume of out- 
put known, all variations from the 
standard for that output are rigidly re 
ported. 

One other feature of this plant is of 
interest. Put up in this way the ac 
counting reports reached a considerable 
volume; a staff official has accordingly 
been appointed and attached to the pro 
duction executives, whose sole duty it is 
to interpret the accounting reports, to 
satisfy himself as to their justice, 
then to call the attention of the produc- 
tion executives to those things which seem 
to need their active intervention. In this 
way the production men are saved the 
trouble of digesting all the accounting 
reports, which are, however, available im 
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detail when they want to go into any 
particular matter. 

The other company makes between 
20,000 and 30,000 items of iron and 
brass hardware; here the complexity of 
the problem prevents any handling as 
simple and rigid as that just described. 
Only general control figures are secured, 
the aggregate number of different pro- 
ducts being classified into twelve or fif- 
teen main groups, upon which per pound 
costs are found every three months by 
moving averages. That is to say, a 
balance sheet and operating statement are 
prepared monthly, using the standard 
costs for the transfer out of work in 
process; at the end of three months, 
however, a new average cost per pound is 
figured and any adjustments on the two 
months preceding are taken up. Under 
these conditions variations in particular 
items of expense arise not only from 
changes in the purchase cost of supplies 
and services, from changes in the volume 
of output, but also from changes in the 
assortment of output within the same 
volume. With thousands of articles with- 
in one group the possible variations from 
this latter cause are almost infinite, and 
quite incapable of being mathematically 
measured and controlled according to any 
exact standards. In these circumstances 
the responsibility for cost control and 
reduction rests upon the alertness of the 
production men in carefully watching ex- 
penses in the factory as they go along, 
largely unaided by detailed accounting 
reports which are both too late and too 
indefinite to be of service. 

But because the costs of specific opera- 
tions on specific products cannot be ob- 
served and controlled in detail, it should 
not be assumed that there is no place for 
cost control, nor that the matter of 
differential costs is overlooked. The 
general movements of cost within the 
different classes are carefully followed; 
the effects of increases and decreases in 
volume are watched; and from time to 
time calculations are made as to what 


would be the effect on costs of adding a 
thousand tons per month, or some other 
quantity, to the aggregate output. But 
here again it must be decided, in making 
such calculations, in which classes of out- 
put the increase will occur. A further 
complication arises from the fact that 
the company owns several plants, and if 
changes in the volume of output occurred 
it is likely that there would be transfers 
between plants in order that goods might 
be produced at those plants which showed 
the lower costs on those particular items. 
All of which assumes that reliable cost 
figures are available, even though they 
may consist of aggregate totals, or com- 
posite units; as a matter of fact, a direct 
cost may be quickly figured for any one 
item, whenever it may be desired. 

It is well to bear in mind that the 
regular accumulation of costs of goods 
produced, by lot, batch or job, will not 
disclose the facts about differential costs, 
if a standard or uniform burden rate is 
applied, as is common in such operations. 
It is necessary to examine the actual 
items of expense directly, perhaps with 
the aid of a budget, if the amounts and 
behavior of differential costs are to be 
known. In this connection a distinction 
may be drawn between those cases where 
the manufacturing lot or order consists 
of a single unit of product of appreciable 
value, such as in a factory making grand 
pianos, and those in which the product 
is made in batches or lots consisting of 
a quantity. In the former case the gath- 
ering of costs per unit will enable the 
management to observe precisely the point 
at which added units cease to be cheaper 
to produce than preceding units, and the 
cost turns upward again, whereas with 
the lot put through and costed as a 
whole, the turning point in costs might 
be somewhere in the lot, but the manage- 
ment would not know exactly where. If 
the lots were small enough there would be 
little importance in the matter; but this 
is one of the things which it is worth while 
for the management to follow by means 
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of special compilations made outside the 
regular cost gathering work. In such 
studies the length of the production 
period, and the amount of time and cost 
at each production center, would also 
have a bearing on the significance of the 
figures. 

When the discussion turns to individual 
machines or individual types of raw ma- 
terial that are to be used in processing, 
we have still a further consideration. It 
may be that a particular type of raw 
material which is usually used for a cer- 
tain class of product is not available at 
the time when an order for that product 
comes in. However, there may be a 
slightly different type of raw material 
whose cost is perhaps a little more than 
the regular raw material, but which could 
be used to produce that same article; the 
appearance of the product might be 
changed, but not enough for the customer 
to notice the difference, but still the cost 
would be higher. A study of that differ- 
ential cost obviously would be wise be- 
cause the size of the order versus the 
difference in cost would have something to 
do with the company’s either accepting 
the order and using the different grade 
of material, or else trying to back order 
the article until the proper raw material 
was available. 

Then there is the situation where a 
particular type of machine is usually 
used to run a certain product, but at a 
given moment may be heavily loaded with 
work. If at this time an order is re- 
ceived for that product, and the order 
must be made immediately or the contract 
lost, the company may put the order on 
another machine which, by slight retool- 
ing, could do the work, but at some in- 
crease in cost. If this increase in cost 
is not so great as to warrant the com- 
pany in refusing the order, the machine 
is retooled and the goods run through it 
in order to hold the customer. In some 
companies this is a very common occur- 
rence, and some study of these differential 
costs is worth while. 


Another aspect of the matter arises 
when a company is manufacturing 4 
product which is on a declining market, 
and the difference in costs must be com- 
puted upon constantly reducing quantities, 
The matter is still further accentuated if 
it becomes necessary to move into a new 
plant, where it is hoped the overhead 
costs will be greatly reduced, and it is 
desirable to know what the net effect of 
the moving will be. A piano company, 
for example, set up in more or less budget 
fashion the overhead cost in the new 
plant and distributed it over what they 
knew to be an average run of piano pro- 
duction; in this way it was ascertained 
that the cost of moving would easily be 
compensated for in the reduction of cost 
per unit in the new plant, as compared 
with the old. This obviously could be 
carried down to individual machines 
or production centers, where one might 
change the type of machine then existing, 
or replace it with a new machine, thereby 
changing the costs of production at that 
center. The situation is of particular 
importance in those industries like the 
piano industry where each production 
center operates on the same piece for a 
considerable length of time, with the re 
sult that the cost per center, per piece, 
is high and worth studying to see if there 
is any possibility of reducing the cost, 
either by increasing the number of units 
going through, or changing the processes 
or general organization of the plant. 

One other consideration on the market 
ing side is of interest. It is reported 
that large buyers, themselves in business, 
are using cost arguments in their efforts 
to beat down prices. It is stated that 
a well known automobile manufacturer 
offers a specific price for tires, and that 
when the tire manufacturer protests that 
the price offered is less than the mant 
facturing cost, the automobile manufact- 
urer replies that the tire manufacturer 
should adjust his overhead in a way 
which will relieve the tires under discus 
sion, and charge other products of the 
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tire manufacturer sufficiently to absorb 
the difference. In another case it is said 
that the proprietor of a large chain of 
stores makes it a universal practice to 
pay cash, in the belief that by so doing 
he strengthens his buying position, and 
is able to induce at least the weaker sup- 
pliers to accept a price which is little 
more than their prime cost of manu- 
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facture. If large buyers are going to 
use their power, and their knowledge of 
costs to reduce prices in this way, it will 
be all the more necessary for manufac- 
turers to be acquainted with their costs, 
and with the specific changes in cost 
brought about by the addition or sub- 
traction of specified quantities from their 
volume of output. 


FINANCIAL AND INDUSTRIAL INVESTIGATIONS 


ARTHUR ANDERSEN 


T HAS BEEN almost five years since I 
I presented before the National Asso- 

ciation of Cost Accountants some 
of my views on this subject. At that 
time I gave it as my belief that anyone 
engaged in this work was pioneering, blaz- 
ing the trial in a new field of service. 
The lapse of five years has not led to any 
change in that viewpoint, despite the 
progress which has been made in methods 
of analysis and the more general usage 
of this form of investigation. 

Because this class of work is so dis- 
tinctly in its pioneering stages, there are 
wide differences of opinion and practice 
on the questions of purpose, scope and 
manner of conduct of such investiga- 
tions, as well as in descriptive termin- 
ology. I cannot presume to settle these 
points. Yet, I can give our own impres- 
sions and practices, which represent more 
than ten years of work along these lines. 

For many years there have been in- 
vestigations which lay outside the field 
of accounting and were aimed at show- 
ing and interpreting some of the more 
active factors of business. Some of these 
were distinctly specialized, especially 
those along the lines of sales, and there 
are today many services which report on 
sales conditions and sales psychology, as 
a constructive aid to management. Other 
services are specialized along truly engi- 
neering lines, having in the main to do 
with plant facilities and processes. Some 
effort has been made to expand the scope 
of these specialized services to give analy- 
ses and reports which may be classed 
as industrial investigations or business 
surveys, but the result has been as a 
rule an incomplete viewpoint, mainly, I 
believe, because so little attention was 
paid to the financial factors of business. 

On the other hand, accountants have 
been used to examining the financial re- 


sults of businesses with but little thought 
to the factors which have combined to 
produce these financial results. In many 
cases the analysis and interpretation of 
financial results in their relation to the 
going business has been left to the man- 
agement, the accountant perhaps feeling 
that the full scope of his responsibility 
was discharged when he presented the ap- 
proved balance sheet and results from 
operations statement. 

No one of these viewpoints has been 
complete. Business fundamentally is a 
a complex structure, based on the three 
dominant elements of production, sales 
and finance, each of which is in _ itself 
complex. Any viewpoint which does not 
include all three elements, giving to each 
due weight in relation to the whole, is 
necessarily incomplete. Yet, seldom does 
an outside service fill the necessity for 
such a complete viewpoint. It is per- 
haps assumed that the management of 
the business is fully able to supply this 
co-ordination, provided each element, or 
all elements, have been covered in de 
tail. A study of the statistics of busi- 
ness reveals the error of this thought, 
showing as it does that at the present 
time American business has a record of 
23,000 failures annually, and that of a 
total of 452,853 companies filing cor 
poration income tax returns last year, no 
fewer than 203,006 reported a deficit, a 
new high record. Merely on the basis 
of logic, if a business management re 
quires outside service on the details of 
one or all factors of the business, should 
it not need an outside viewpoint and 
analysis of the business as a whole? 

While, as I have stated, the principal 
attempts at over-all analysis have been 
the outgrowth of engineering services 
and sales services, I have always had 
the feeling that complete analysis of 4 
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business lay more distinctly in the field 
of accounting than in any other. The 
accountant normally sees the result of 
all factors of a business, shown in the 
single picture of results from operations. 
This result is a composite picture, bear- 
ing the imprint, whether good or bad, 
of management policies; management ac- 
tions; operating facilities; sales condi- 
tions; market conditions; competition; 
financial and economic cycles; patent con- 
ditions; and other minor elements even 
down to the personalities of individuals 
both within and without the organiza- 
tion. 

If the accountant has in his hands 
this composite picture of the business, 
why should he not be interested in the 
effects which have produced this result? 
Often the means of at least partial 
analysis are at his finger tips. He can 
often, with little effort, analyze costs, 
to give some more definite ideas along 
the lines of operations. He can analyze 
sales expense, to determine the more im- 
portant factors, such as sales salaries, 
traveling, advertising, etc. He may per- 
haps be able to analyze sales by products 
and even profits by lines of products. 
He may be able to show the influence 
on sales of a certain few large accounts, 
or of certain geographic conditions. 
The accounting analysis of administrative 
expense may give a basis for further 
study of the management factors and 
policies. 

The mere statement, in detail analy- 
ses of figures, of these factors of pro- 
duction, sales and expense is, however, 
only a beginning. Such figures are in 
themselves only results. The factors 
which have led to these detailed results 
are the things alive, often intangible, 
but which may be expected to be active 
in the future as they have been in the 
past. 

There may be many who will say that 
I am wrong in thinking that the ac- 
countant can become a business advisor. 
Yet; is not that the final logical result 


of present trends? Is it not already ex- 
pected that the accountant shall be able 
to render services beyond the mere ex- 
amination and verification of financial 
transactions? What accountant today is 
not called upon to render services in 
connection with Federal taxes, with re- 
organizations and consolidations, with the 
reshaping of systems, records and pro- 
cedures? Who, after seeing so many 
businesses in such intimate detail year af- 
ter year, can be expected to be blind 
to the many broad and composite aspects 
of business? Who has better bases for 
comparison between businesses or such 
a recognition of the facts that there are 
fundamental laws of business? 

The wonder to me is not that the 
accountant should wish to broaden the 
scope of his work, but rather that the 
accounting profession has been so slow 
to recognize its fitness and opportunity 
for broader service to industry. 

Perhaps that statement is somewhat 
drastic, for all sound progress is na- 
turally a little slow, especially so dur- 
ing the pioneering stages. It must also | 
be considered that there is small point to 
the development of any product or serv- 
ice unless there is a fundamental need 
for it. In this case, industry’s need 
for a broader scope of accounting serv- 
ice has been felt only recently, primarily 
by reason of the development of larger 
industrial units and the increase in out- 
side stock interests. 

Management is no longer in its usual 
former position of sole stock ownership. 
It no longer deals with units so small 
that they can be effectively administered 
on the basis of personal knowledge and 
personal contacts. It no longer deals 
with a business influenced primarily by 
local conditions, but one which is sub- 
ject to world markets and world con- 
ditions, and consisting of multiple opera- 
ting units. Its problems are as diversi- 
fied as its operations, not only geographi- 
cally, but also functionally. Its prob- 
lems arise not only from large opera- 
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tions but particularly in the processes of 
becoming large. 

It has been stated that the most criti- 
cal stage in the life of a business is 
when it reaches the point of being too 
large for a small business and too small 
for a large business. In the past a 
management passed through this stage 
by a period of slow growth and gradu- 
ally became accustomed to new condi- 
tions and new viewpoints. Now, by rea- 
son of consolidations and combinations, 
management jumps suddenly from the 
small to the large. It must make the 
most use of outside assistance. It looks 
to the experience of bankers on the 
financial side. It solves some problems 
of production by retaining individual 
operating units. It calls in selling and 
advertising services on its problems of 
marketing, and in part may look to the 
accountant for revision of its records 
and systems. But the real problem is 
one of finding help for small experiences 
and small viewpoints which are suddenly 
thrown into the larger business world. 

It is only human for individuals to 
feel great abilities. I may say it is 
splendidly human for man to plunge 
boldly into larger and little-known fields 
of endeavor. That is one of the causes 
of human progress. But the really im- 
portant cause of progress is that each 
man may add to his own experience 
that of men who have traveled the path 
before him. It is strange, but it is true, 
that men are more apt to recognize 
their limitations in a physical sense than 
they are in the mental. No management 
hesitates to call in an architect when it 
wishes to add a new wing to the plant 
or erect a new plant. No management 
discounts the value of experienced advice 
in product design or in operating pro- 
cesses or equipment. Yet, how few man- 
agements will admit inability to cope 
with the necessary problems of policy 
which are vital to the business as a 
whole? 

It has therefore come about that the 


main opportunity for accountants to § ar 
develop a broader scope of analysis and § C 
service is provided by business interests 
which lie outside of the management. It 
is in many cases the banker who ref » 
quests more than an audit of the figures. § ex 
Preliminary to a proposed consolidation § a 
or financing, the banker is free to ad- — bh 
mit that he knows little or nothing} = 
about a given business. Nowadays the fc 
results from past operations may not 
reveal true future trends. In this era 
of change and development things move 
swiftly. The country storekeeper of 
yesterday is the chain store manager of 
today. Today’s bus line may be the 
transcontinental aircraft line of tomor 
row. In a more detailed sense we have 
rayon influencing the silk, wool and cot- 
ton industries. We see the automobile § 
tourist influencing many things from the 
traffic of steam lines to the production 
of concrete; from development of oil 
fields to the rise of the crossroads com- 
munity. 

It has been the banker, more often 
than the management, who has asked 
that figures be interpreted into terms of 
management policy; of public demand; 
of marketing facilities; of competitive 
products or of patent protection. The 
banker’s interest in such analyses cannot 
and does not cease after a particular 
financing is completed. As at least the 
moral representative of a large group 
of stockholders he is interested in the 
current trend of the business and be 
comes active in the event of declining 
earnings or lack of expected progress. 
Then the accountant must be ready to 
answer many questions, either in con 
nection with the annual examination of 
accounts or as a special engagement. 

If the banker feels the necessity for 
such industrial analysis, how much more 
should it be needed by the management, 
whose stockholdings are usually in the 
form of junior securities? Apropos of 
this viewpoint, I should like: to pause 
a moment to read a brief abstract from 
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an article recently published by Mr. B. 
C. Forbes, who says: 


“A brilliantly successful business man, 
worth many millions of dollars, was ap- 
proached by a younger business man whose 
enterprise was not doing very well, for advice 
as to what he should do. The younger man 
had inherited rather a large concern in an 
industry which was going backwards, not 
forwards. Therefore, although he was un- 
usually able and extremely ambitious, he was 
finding it impossible to make satisfactory 
progress against the tide. 

“Should he stay in the business under such 
discouraging circumstances, or should he sell 
out and enter another more promising field? 

“Many men throughout America are con- 
fronted by like conditions. What should they 
do? 

“The older business giant raised four ques- 
tions which he asked the younger man to put 
to himself and answer, namely: 

“First—Is the industry you are in grow- 
ing? 

“Second—Are you strategically situated so 
that you could attain domination of the in- 
dustry? 

“Third—How much would it cost you to 
dominate the industry? 

“Fourth—If you should attain domination 
of the industry, would the profits be com- 
mensurate with the risks? 

“The answer to each of the four questions 
in this instance was unfavorable. As a matter 
of fact, this particular industry had decreased 
for the whole country 50 per cent in less 
than twenty years, and was still on the down- 
grade.” 


This, of course, deals only with one 
phase of the analysis which should lie 
within the scope of the modern accoun- 
tant. 

Of course, it is fairly easy to lay 
down the main points of a complete 
analysis of a given business, but such 
an outline sounds theoretical. It is diffi- 
cult to see what the practical work 
and report may be like. ‘Even a study 
of a number of survey reports is not 
very instructive, for in a dozen different 
analyses, there may be a dozen different 
important points involved. It is in a 


way hard to believe that an accountant 
or business analyst can spend a few 
weeks studying a situation and hope to 
find important factors which have not 
already been recognized and dealt with 
by a management which has been running 
with the business for years. Yet, the 
industrial survey is not merely a theory. 
It has had a practical application in 
hundreds of cases. 

Perhaps the easiest method of ex- 
plaining the scope and purpose of such 
surveys is by means of illustration. For 
example, a company was showing fair 
sales and fair earnings, but over a pe- 
riod of years had failed to show any 
real growth. The management believed 
that it was making every reasonable sales 
effort, and was inclined to state that 
no further expansion was possible with- 
out taking undue risk of loss of profits. 
The significant point revealed by the 
survey was that more than 90 per cent 
of all sales was made in the two metro- 
politan areas of New York and Chicago, 
and that many other markets were un- 
developed largely because of laziness on 
the part of the sales management. Fol- 
lowing this report, the areas in Atlanta, 
Detroit, Cleveland, Philadelphia and sev- 
eral other large centers were: opened up, 
leading not only to increased sales, but 
within a few years to increased plant 
facilities. 

In 1922 a company was investigated 
preliminary to financing for the pur- 
pose of plant expansion. The business 
was the manufacture of California tops 
for automobiles. Study of automobile 
production by body types showed a 
rapidly increasing percentage of sedans 
and a corresponding decrease in tour- 
ing cars. The price differential between 
the two types was also rapidly decreas- 
ing. The survey conclusion was that this 
business of California top production 
was a temporary one and would shortly 
be on the wane, due to the greater pro- 
duction of reasonably priced closed cars. 
This viewpoint was contrary to that 
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held by the management, which pointed 
out that each year’s operations showed 
huge increases over that of the year pre- 
ceding. Expansion was undertaken de- 
spite the survey findings and bankruptcy 
ensued several years later. 

Survey was made of a business using a 
novel idea in the chain store sales field. 
The report stated that the management 
was incompetent and should be replaced, 
since its talent was largely in the line 
of invention and not in the line of com- 
mercial operations. These findings were 
based on the fact that all operating ex- 
penses were high, that the record con- 
trol was lax, and that profits had accrued 
only by reason of the novelty of the 
idea, which had allowed high selling 
prices. There were already distinct ef- 
forts at competitive stores, copying the 
basic novelty ideas, and these newcomers 
were not only more well run but were 
also offering the same goods at lower 
prices. These findings have since been 
supported by the actual developments. 

In another case failure was predicted 
for a business unless it made a complete 
change of policy and product. This 
sounded queer, for it had a record of 
fifteen years’ operations on a_ highly 
profitable basis. The warning was based, 
however, on the fact that the product 
was a remarkably patent-protected ma- 
chine, which had no competition and only 
a limited field of users. The machine 
was not sold, but was leased at an un- 
usually high rate. There was practically 
no selling organization. The manufactur- 
ing was inefficient and costly. The com- 
pany’s attitude toward its customers was 
arbitrary and the patent would expire 
within two years. It appeared highly 
probably that other manufacturers would 
then duplicate the machine at much 
lower costs and would sell outright to 
the company’s customers, who would be 
glad to end their contact with the leas- 
ing company. Obviously past records 
of financial success had no bearing on 
the future status of this business. 


These few examples serve to emphasize 
the point that the crucial factor in an 
analysis may lie within almost any fune- 
tion of the business. Often it is diff- 
cult to determine this critical factor 
until all divisions of activity have been 
studied, and it is dangerous to stop part 
way in an analysis, in the belief that the 
answer has been found, since there may 
be a number of other things which are 
also definitely out of line. Therefore 
the analysis will more or less completely 
cover certain basic divisions of the busi- 
ness activity. 

Data on the inception, capitalization 
and financial history of the business may 
reveal certain management policies, es- 
pecially as regards conservatism. Data 
along the lines of stock ownership will 
often have a bearing on the degree of 
real management interest and activity, 
for it is not unusual to find businesses 
decaying because the stock interests are 
held wholly or in large part by the es 
tates or heirs of the founders, with the 
real management paid only a salary. 
Simiiarly, a study of the basis of pay 
and length of service of sub-executives 
is important, for full executive energy 
cannot be applied through dissatisfied 
administrative heads. The matter of 
age of the various executive and ad- 
ministrative heads must not be over 
looked in its bearing upon future opera- 
tions. 

Another broad classification of the 
analysis relates to the characteristics of 
the product, for tied to that are the 
many factors of possible sales distribution 
by territories and by class of consumer; 
the possible methods of distribution; 
the factors of potential markets and of 
replacement sales; of sources of raw ma- 
terial and the attendant possibilities of 
vertical integration, which in turn have 
a bearing on costs and competition. In 
fact, the elements of product characteris- 
tics have a bearing upon almost every 
phase of the whole analysis, and no ef- 
fort can be spared in definitely study- 
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ing and classifying the nature of these 
influences. 

The facts of manufacturing properties 
and equipment also are important. In- 
adequate facilities may cause higher 
costs, which may very definitely bear 
upon distribution, or may directly lead 
to lessened profits. Closely allied to this 
factor are the two factors of engineer- 
ing design and labor, for both of the 
latter will also have a direct effect on 
costs, and may affect and be affected by 
the conditions of plant and equipment. 
For example, the fact of possession of 
a foundry may lead to union labor diffi- 
culties or may influence the design in an 
attempt to use castings where pressed 
steel would be more practical and ulti- 
mately more economical, thus bringing 
about a complex and interlocked prob- 
lem, the roots of which may finally trace 
back into a matter of history or to some 
individual executive characteristic. It is 
situations such as this which call for 
the most careful scrutiny and study. 

In all cases a very careful study must 
be made of the industry within which 
a given business operates. The indus- 
try may be large or small; may be 
stable or uncertain; may be characterized 
largely by manufacturing effectiveness or 
largely by inventiveness. It may be com- 
posed of large numbers of small manu- 
facturers or of a few large ones. It 
may be dominated and stabilized by the 
policies and operations of one large com- 
pany, or by a powerful trade associa- 
tion of the principal companies. It 
may be long established or in its pion- 
eering stages. It may be on the wane or 
on the increase. All of these points will 
have a pronounced bearing on the 
analysis of the individual business. Al- 
lied to these conditions is the question 
of the status of the particular company 
in the industry, whether it be dominant 
or dominated, widespread or obscure, 
known for quality and service, or suc- 
cessful by reason of lower prices. 

These and many other considerations 


must be weighed in the course of the 
complete analysis, to result in a sum- 
marization of points which are impor- 
tant either as facts or as positive or 
negative conclusions. It must be under- 
stood that all of this work is designed 
to be analytical rather than corrective, 
though naturally a corrective result is 
partially attained. By this I mean that 
criticism merely as criticism is largely 
valueless, and that if certain factors of 
a business are found to be faulty, there 
must be the constructive sequel of sug- 
gestion for improvement. Acceptance of 
suggestions and their adoption into the 
course of the business lies within the 
province of the management, and that, 
as Kipling says, is another story. A 
doctor is expected to prescribe, but not 
to forcibly inject his medicine. 

This discussion of the analytical func- 
tion of the accountant might lead to the 
idea that the making of industrial sur- 
veys is a distinct profession in itself, 
or at least a very distinct division of 
the accounting service. As a matter of 
fact it possibly could be practiced that 
way, but as such would be limited and 
would not generally benefit the account- 
ing profession. So much of the neces- 
sary analysis is based upon an examina- 
tion of the accounts, and the conclu- 
sions arrived at may be so greatly de- 
pendent upon the accuracy of the ac- 
counting data used, that in most cases 
an audit of the business over a period 
of years is an essential part of the 
whole work. In the final report no one 
can definitely say where each begins and 
ends, independent of the other, for they 
are fundamentally one thing, and there- 
fore it has been customary to use a 
rather cumbersome designation, “Finan- 
cial and Industrial Investigation.” 

Because the work is still so largely 
in a pioneering stage it is probable that 
undue emphasis has been laid upon the 
more unusual phases of the analysis, and 
so to regard the survey as a new and 
distinct development, rather than as what 
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it is—purely an extension of the analyti- 
cal function of accounting. I cannot 
emphasize that point too strongly. But, 
as time goes on and the work is more 
generally used and accepted, and as its 
standards become better established, this 
viewpoint will be so natural that present 
distinctions will have been forgotten. The 
outcome of our present elements of 
analysis will be broader visioned accoun- 
tants and accounting work which natur- 
ally considers all phases of a business— 
the true function of accounting as dis- 
tinguished from auditing. 

There is no doubt that the schools of 
commerce have a large part to play in 


the future development of the investi- 
gating function of accounting, pioneer 
ing as they have in the past, but in 
broader fields. Since business is made 
up of the various elements of engineer 
ing, selling, producing, and financing, 
must not preparation for service to busi- 
ness give a more full consideration to 
all of these elements? Training men to 
qualify merely as auditors, and trusting 
that experience will provide analytical 
viewpoints and ability will be insufficient, 
and instruction, it seems to me, must 
go step in step with industrial progress 
and new conditions, but always a step 
ahead. 


adap 
of b 
meet 
grad 
meth 
tried 
of t 
have 
that 
man’ 
this 
meth 
the 
dent 
prec 
that 
modi 
expe 
of | 
admi 

diffe: 
book 
the 
book 
view 
any 
book 
tion 
all 
Wise 
the 
ciple 
nece: 
at b 
whic 
meas 
stud: 


UNIVERSITY INSTRUCTION IN INDUSTRIAL 
COST ACCOUNITNG 


Paut M. ATKINs 


(The first part of Mr. Atkins’ paper appeared in the December Review. 
Following is the second and concluding part.) 


HE REMAINDER of this article is 
[sires to the task of consider- 

ing a course of this kind which is 
adapted to the use of university schools 
of business administration, a course to 
meet the needs of both advanced under- 
graduate and graduate students. The 
method which is here described has been 
tried out in classes under the direction 
of the author and the results obtained 
have been so satisfactory as to indicate 
that the method is a means of solving 
many of the problems of instruction in 
this field. It is not expected that this 
method would be adaptable to all of 
the different kinds of schools and stu- 
dents which have been discussed in the 
preceding paragraphs, but it is believed 
that some development of this method, 
modified and improved through continued 
experience, will meet the needs of many 
of the university schools of - business 
administration. 

This method makes use of several 
different means of instruction. A text 
book is employed as a starting point for 
the work of the course. While any text 
book can, at best, give only one man’s 
view of a subject—and the opinion of 
any one individual as expressed in a 
book can never give adequate considera- 
tion to all points of view or include 
all desirable details, still it is usually 
wise to use such a book as a basis for 
the discussion of the fundamental prin- 
ciples, The opinion of one man, while 
necessarily biased to some slight degree 
at best, furnishes a norm by means of 
which the ideas of other men may be 
measured. It should serve to orient the 
student at the very start and if it is 


used with the explanation that it pre- 
sents only one conception of the mat- 
ter and that there are other and per- 
haps better ideas expressed by other 
men, it should not mislead the student 
but rather aid him in his first attempts 
to deal with the subject matter of the 
course. One of the difficulties in giving 
too many points of view to the student 
at the start is that he has as yet de- 
veloped no judgment in the matter and 
the welter of conflicting opinions serves 
only to confuse him. 

One way in which a text book has 
been used to good advantage by the 
writer in the instruction of his students 
has been to assign to them the entire 
book to be read rapidly during the 
first week, indicating to them the parts 
which can be skipped at this first read- 
ing as well as the parts which should 
be glanced at more thoroughly than the 
others. This method serves to orient 
the student at the beginning of the 
course and helps him to tie together the 
various parts as they are studied in or- 
der. One of the troubles encountered in 
teaching this subject is the fact that the 
various phases of cost accounting are so 
interlocked that it is often diffcult to 
explain one adequately without develop- 
ing some of the others. The procedure 
described aids in some measure in solving 
this problem. With rare exceptions, 
therefore, a good text book is one of the 
most important means of instruction in 
such a course.” 


It is often satisfactory to assign 


? The author prepared a Textbook of Industrial 
Cost Accounting, published by McGraw-Hill Book 
Company, Inc., especially for use in such a course. 
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readings therein and then give the stu- 
dents a chance to ask questions in class 
about any of the points which have both- 
ered them. It will often be found that 
such questions show that the students 
have failed to read the text with suffi- 
cient care and directions to look up the 
answers to their own questions and in 
some cases a suggestion of where they 
may find the answers may advantageously 
be given. In other instances, where the 
question raises some fundamental prob- 
lem, it is well to ask some member of 
the class to answer his classmate’s ques- 
tion and so start a class discussion which 
should result in the development of some 
solution of the problem which has been 
raised. In this way the class can be 
led to answer most of its own ques- 
tions and the class recitation developed 
into something that is stimulating to the 
students instead of being something 
soporific. The instructor can, from time 
to time, raise questions about any of 
the more important points about which 
the students themselves have not pre- 
sented queries, and so make sure their 
points are not being overlooked because 
the students feel that they do not know 
enough about them to ask intelligent 
questions. This method of handling a 
text book reduces the amount of time 
needed for discussing its various topics 
to a minimum, for points about which 
the class feel relatively certain may be 
passed over in the classroom entirely. 
This is rather an important matter when 
the time which can be devoted to this 
subject is limited. 

Any topics which the instructor may 
feel are important and which are not ade- 
quately treated in the text book can be 
presented to the class in the form of 
lectures. Lectures by the instructor are 
especially valuable when special types of 
cost accounting systems demand con- 
sideration. In general, lectures should 
be limited to topics on which ade- 
quate printed material is not available, 
for to lecture at length on subjects 


which the students can find discussed jp 
books is bad for the students. They de 
velop the habit of sleeping through clas 
or of being absent because they knoy 
that they can easily cover later all that 
is presented in the lecture. It has a} 
ready been noted that lectures are used 
more extensively in the case of evening 
schools and private schools giving evening 
courses. One reason for this is the 
rather limited amount of time available 
to students in such courses for outside 
preparation. The use of lectures pm 
vides a means for covering much ground 
rapidly though it is seldom as thorough 
as is the class discussion method. Asa 
means of giving scattered material to 
classes it is often valuable, however. 

The methods of instruction so far de 
scribed serve to present only one or at 
most, two points of view to the students 
While it is desirable, as has been pointed 
out, for the students to start in with 
one man’s views as a basis, it is equally 
desirable for them to appreciate the fad 
that there are other opinions, often com 
flicting opinions, and to familiarize them 
selves with places in which these opinion 
may be found; in other words, to becom 
acquainted, to some extent at least, with 
the bibliography of the subject. Ther 
are several bibliographies’ available which 
will aid the instructor in guiding th 
reading of his students. Of greater im 
portance for use with a class is a 
analytical bibliography* giving specific 
references to accompany the discussid 
of particular topics. 

The importance of acquainting th 
student with the literature of the field 

*e.g. Atkins, Industrial Cost Accounting fa 
Executives, pp. 300-2, also for a more general list 
Atkins “What belongs on Your Bookshelf?” Indu 
trial Management, March, 1923. 

*e.g. Atkins, Industrial Cost Accounting ft 
Executives, pp. 308-18, or for a briefer list, Atkins 
A Textbook of Industrial Cost Accounting, refer 
ences at the end of the several chapters, bol 
volumes published by the McGraw-Hill Book ©, 
Inc. Also, Atkins, 4 Bibliography of Producti 
Engineering and Factory Cost Accounting, Pat 


1B published by the Society of Industrial Engr 
neers. 
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which he is studying can hardly be over- 
estimated. Under the best of conditions 
the student is certain to forget much of 
what he learns in a course, but if he has 
read widely aud has under his hand such 
bibliographies as those referred to, he 
should be able in later years to find in- 
formation on specific problems as they 
arise—if such information is available. 
While it may not be possible for lack of 
time to discuss the collateral reading in 
class, and while often it may be desirable 
to acquire it of the students, it is always 
well to urge it upon them and to facili- 
tate it as much as is conveniently possi- 
ble. 

Another way of presenting other points 
of view to the students is by inviting 
business executives—accountants, indus- 
trial engineers, managers, etc.—to address 
the class. It is usually unwise to do this 
until the class has covered the text book 
in large measure and so has a good 
general idea of cost accounting. The 
outside lecturer seldom has any adequate 
idea of the background of the students 
and he is often not trained in the tech- 
nique of lecturing so that it frequently 
happens that, unless the students have a 
fairly good idea of the industrial situa- 
tion before coming to the lecture they 
are unable to obtain much benefit there- 
from. If they are property prepared, 
however, and the scope of their lecture 
carefully defined for them, outside lec- 
turers furnish a very satisfactory means 
of giving them new points of view, of 
supplying new material and most import- 
ant of all, of bringing the student into 
contact with the type of problem which 
must be faced in this connection by the 
business executive. 

Still another means of instruction, and 
one which is useful in the development of 
the constructive abilities of the students 
1s found in the use of problems. Such 
problems should be based on actual cases 
and should be provided with sufficient 
data so that a reasonable solution may 
be within the grasp of the student. The 
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use of such problems gives the student 
some contact with the type of problems 
which must be faced by the business ex- 
ecutive. It furnishes a means of develop- 
ing both his analytical and synthetical 
reasoning power for, before the solution 
can be worked out, it is essential for the 
student to analyze the data with which it 
is supplied. It should promote a realiza- 
tion on the student’s part of interrelation- 
ship which exists between cost accounting 
problems and those which are encountered 
in dealing with the other functions of a 
business. 

The difficulty with the use of this 
method is the inadequacy of the material 
which is available for instruction pur- 
poses. It is hard to gather together in 
a limited space sufficient data to make 
possible a really sufficient solution to any 
problem which is presented. There is 
no standard method at hand for collect- 
ing such information as there is in the 
case of the law and there are no approved 
solutions to be used as a norm. Work- 
ing on the basis of incomplete data is 
bad for the students in that it tends to 
develop in them a willingness to proceed 
to a solution of a problem on the basis 
of inadequate analysis. Of course, to a 
certain extent this lack of data is one 
of the problems which must be faced in 
dealing with practical problems, but in 
such cases it is optional with the manager 
to seek additional data if he feels that it 
will be worth what it will cost to get 
them. The student, however, does not 
have this option and hence he is inclined 
to make snap decisions rather than to 
seek further for more information. 

Another objection to this method is 
that it gives only partial problems or 
problems which apply to only a single 
portion of a cost system, and so does not 
allow the student to see the question in 
hand in its relation to the other ques- 
tions and problems with which it is sur- 
rounded. One of the greatest difficulties 
which is encountered in teaching indus- 
trial cost accounting is to lead the stu- 
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dents to a realization of the close 
interrelationship which exists among the 
various phases of cost accounting and 
between cost accounting and the other 
functions of the business, and the failure 
of this method in this respect is one of 
its serious faults. 

In spite of these objections to this 
means of instruction it unquestionably 
has many advantages and may often 
be used to advantage in teaching indus- 
trial cost accounting. It is especially 
useful as a stepping stone from the study 
of the text book and other forms of cost 
accounting literature to the intensive in- 
vestigation of a practical problem which 
is described in the following paragraphs 
and which should form the cap stone of 
the instruction in this subject. Most of 
its failings are due to the lack, as yet, 
of adequate teaching material rather than 
to any inherent weakness in the method 
itself. The future should see this fault 
in large measure remedied. 

The most important method for the 
adequate teaching of industrial cost ac- 
counting in university courses involves 
the investigation on the part of each 
student of some industrial concern and 
the preparation of a report based upon 
his findings. The investigation should 
begin with a study of the needs of the 
company for a cost system, the kinds 
of reports required and the nature of 
the information contained therein. This 
should be done in a preliminary fashion 
at the start for it is seldom possible to 
analyze all the needs of this sort at the 
beginning. The student should next in- 
vestigate whatever cost system the fac- 
tory may have and the conditions in the 
shops which the cost accounts are sup- 
posed to record. He should also study 
the various accounts and their connec- 
tions with the cost records. This research 
should be carried on with the idea of find- 
ing out what the concern already has 
which may be used in the development of 
an adequate system of cost records. The 
student should at all times keep in mind 
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the needs of the concern and “adequate” 
should be understood in its full signifi. 
cance in this connection. 

The work to this point has been 
largely analytical and should furnish the 
student not only with an insight into the 
internal production, accounting and con 
trol problems of the company, but it 
should also train him to some extent in 
the technique of asking an investigation, 
These first steps, however, serve only to 
clear the ground and prepare the way 
for the latter part of the task which 
consists of the preparation of a desirable 
system of cost records, adapted to the 
needs of the particular concern. In do 
ing this, the student must draw upon 
what he has previously learned about 
cost accounting, its objects, principles, 
and methods, in addition to the informa- 
tion which he gained about his company. 
The work which he now has to do is 
largely constructive in its nature and de 
mands not a little ability to think sym 
thetically. 

Having gathered his material together 
he must put it together in a report which 
takes up the various topics discussed. It 
should be written as by a consulting cost 
accountant for the general manager of 
the company concerned. It should ex 
plain at some length the uses and bene 
fits to be derived from the cost system 
which is proposed, it should present the 
findings of the present conditions in & 
brief but comprehensive fashion and 
should elaborate as far as time will per 
mit on the proposed methods of cost ac 
counting. Attention should be given not 
only to the substance of the report but 
also to its organization and the clarity 
and lucidness of its composition. 

Accompanying the preparation of this 
written report should be an oral presenta 
tion of some portion of the matter 
covered thereby to the class. This oral 
report should be made as to a group of 
the company executives by the consult 
ing cost accountant, the class in this case 
representing the executives, three of 


Ww 
ge 
ac 
th 
un 
he 
ce 
mé 
| tu 
em 
ca 
kir 
te 
th 
su 
of 
ba 
pa 
de 
are 
st 
wit 
vid 
| co 
fu 
st 
the 
the 
da 
rec 
giv 
mi 
ari 
da 
te 
the 
in 
It 
see 
eXxi 
Cos 
the 
wit 
ten 
fu 
co 


uate” 
ignifi- 


been 
sh the 
to the 
1 con- 
mut it 
ent in 
ration, 
nly to 
e way 
which 
sirable 
to the 
In do- 
upon 
about 
ciples, 
forma- 
npany. 
do is 
ind de- 
k syn 


»gether 
which 
sed. It 
ng cost 
ger of 
ald ex 
d bene- 
system 
ent the 
s in & 
n and 
ill per 
cost 
ven not 
ort but 
clarity 


of this 
resenta- 
matter 
his oral 
roup of 
consult- 
this case 
of 


Industrial Cost Accounting 27 


whom may be designated to act as the 
general manager, factory manager and 
accountant, and lead the discussion after 
the speaker has concluded. After the 
speaker has finished the class should 
undertake a criticism of what they have 
heard. Questions should be asked con- 
cerning points which the speaker has not 
made clear and the good and poor fea- 
tures of the proposed system should be 
emphasized. It will be found, in most 
cases, that if the class is able to do this 
kind of a task, that the discussion is likely 
te be keen and discriminating and will 
throw considerable additional light on the 
subject of the report. Many members 
of the class will be drawn into the de- 
bate and a thorough criticism of the 
paper will result. 

The benefits to be gained by the stu- 
dents from this method of instruction 
are numerous. In the first place, the 
student is brought into intimate contact 
with the practical problems of some indi- 
vidual concern as they are faced by the 
company executives. He should look even 
further than many managers do and 
study the possible kinds of data which 
the responsible heads of the business need, 
though they may not perhaps realize it, 
data which can be derived from cost 
records if they are properly set up. It 
gives them an opportunity to come in 
contact with detailed problems of ad- 
ministration such as the difficulties which 
arise from the necessity of handling each 
day large numbers of time tickets or ma- 
terial issues, difficulties which have no 
theoretical basis but which are inherent 
in the handling of masses of vouchers. 
It gives them the opportunity also to 
see the intimate daily connection which 
exists between the production control and 
cost records and shows to them clearly 
the necessity of being thoroughly familiar 
with manufacturing processes before at- 
tempting to set up a cost system. 

It also gives them a chance to see how 
fundamental principles can be applied to 
concrete problems, and how, in some in- 


stances, the application of principles 
which seem theoretically difficult because, 
for example, of the multitude of ways in 
which it can be adapted to meet particu- 
lar conditions, becomes relatively easy 
when interpreted in the light of specific 
circumstances. It should also reveal the 
reverse to them also when it is found that 
a principle whose theoretical statement 
seems simple is hard to apply to a definite 
case. 

This method should also teach them 
how much the system of cost records de- 
pends upon the character of the persons 
who are to make use of it and how it is 
often necessary to modify what unques- 
tionably seems to be a better method to 
meet the limitations of knowledge or 
training or the restrictions imposed by 
the prejudices of the company executives. 
It should also indicate to them how the 
success of a system of any kind often de- 
pends on the good will and the training 
of individuals who hold a relatively 
humble place in the organization and how 
necessary it is to make a sympathetic 
approach to such persons. 

The training which this method gives 
to students in learning how to analyze a 
problem on the spot and to put together 
the results of such an analysis. It should 
be further pointed out that it gives them 
this training under the same kind of con- 
ditions which they are likely to encounter 
in practical business when the sources of 
information are likely to be limited and 
of inaccurate character, and when it is 
necessary to reach conclusions on the 
basis of inadequate data or to decide 
whether additional data will be worth 
what it will cost. The student should 
also learn that he is not in a position 
to discuss such a subject intelligently and 
to reach adequate solutions to the prob- 
lems which it may present unless he knows 
thoroughly the subject which he is work- 
ing on. 

There are distinct benefits to be gained 
also from the preparation of the written 
report. One of the great handicaps 
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which business men as a class—with the 
possible exception of sales and advertising 
executives—labor under is an inability to 
express their ideas clearly and definitely 
to their associates and superiors. Many 
a good man has lived undiscovered and 
multitudes of excellent ideas have re- 
mained undeveloped and unapplied simply 
because the man was unable to get his 
concepts in an understandable and ac- 
ceptable fashion. The person who has 
developed the ability to organize his 
knowledge in a logical and systematic 
manner and to present it in scientific yet 
pleasing language has a marked advant- 
age over the man who is not so equipped. 
Over and above a thorough knowledge of 
what he is writing about, it is essential 
for a man to have a reasonably fluent 
command of the English language and to 
know something of the technique of this 
type of composition. The preparation of 
a written report gives the student train- 
ing along these lines as well as furnishing 
a means for demonstrating that he really 
knows and understands his subject. 

One of the objections to this method is 
that it plunges a student so deeply into 
the study of a single concern that he is 
likely to get a one-sided and warped 
conception of cost accounting and there 
is, unquestionably, a good deal of truth 
in this. It is quite possible, however, to 
meet this objection in a way which will 
be of substantial benefit to the student. 
In addition to the written report each 
member of the class should present an 
oral report on some phase of his investi- 
gation: material cost control, expense 
classification, burden distribution, for ex- 
ample. In this way the students have 
the opportunity to learn about the prob- 
lems being faced by a variety of industries 
and the ways in which they are being 
solved. This oral report should be fol- 


lowed by questions and comments by the 
members of the class in order to develop 
any points which the student reporting 
has overlooked or which he has not made 
clear to the class. 


It is often possible to 


cover a rather wide range of industries 
in this manner and _ get to the students 
a breadth of knowledge of applied cost 
accounting which is greater than that to 
be obtained in almost any other way, 
while at the same time they are receiving 
a depth of training in the study of their 
own individual problem which can hardly 
be rivaled by any other method of in 
struction. 

The presentation of the oral report has 
distinct benefits also for the student who 
is making it, for it compels him to pre 
pare his material so that he can present 
it personally in a convincing fashion to 
his associates. The normal business man 
—sales and advertising executives, per 
haps excepted—are usually totally at a 
loss when it is necessary for them to talk 
at any leagth, even on a subject with 
which they are familiar. It is highly de 
sirable for a man to learn to express his 
ideas verbally as well as in writing and 
the oral reports recommended are an 
excellent means of giving students needed 
training along this line. 

This method involving the preparation 
of written and oral reports based on an 
investigation of some one individual con- 
cern and embodying recommendations for 
improvements in the methods of cost ac- 
counting gives a student sound training 
in the application of cost accounting 
theory to a particular problem and a 
realization of the practical difficulties 
which are likely to be encountered. It 
gives his training in methods of carrying 
on an investigation and in the technique 
of presenting his findings in a scientific 
and pleasing fashion to those whom he 
wishes to convince of the soundness of 
his conclusions. It prepares a student 
for his entry into business by giving con- 
tacts with business problems and letting 
him work on them while he is yet assured 
of sympathetic guidance. 

That this method is sound has been 
proved by practical tests through 4 
period of several years. Several instances 
have shown that it is meeting needs of 


D 

t 

t 

c 

te 

P 

Ir 

ir 

el 
re 
p 
re 

fe 

S 

88 

re 

p 

8c 

cc 

i 

ol 
hs 
se 
t 

of 

se 

t 

of 

Wi! 

in 

80 

la 


stries 
dents 

cost 
at to 


way, 
ceiving 
their 
ardly 


rt has 
t who 
) pre- 
resent 
on to 
s man 
» per- 

at a 
o talk 
; with 
ly de- 
his 
g and 
re an 
needed 


ration 
on an 
con- 
ms for 
ac- 
-aining 
unting 
and 
culties 
d. It 
rrying 
*hnique 
ientifie 
1om he 
ress of 
student 
1g con- 
letting 
assured 


been 
ugh a 
stances 


seds of 


Industrial Cost Accounting 29 


both students and ‘business. One student 
trained in this manner took the one 
hundred dollar prize offered by the Na- 
tional Association of Cost Accountants 
on a thesis which was largely the result 
of an investigation of this kind. Another 
student submitted his report to the presi- 
dent of the company studied. This 
executive replied with a highly compli- 
mentary letter containing a check for one 
hundred dollars and the statement that 
he wished to use the report as a basis for 
the improvement of the cost system of 
the company. A third student caused 
some anxiety to the superintendent of the 
company he investigated when he pre- 
sented his report until the latter learned 
that the report had not been and was not 
to be seen by any one outside the com- 
pany except the instructor. This super- 
intendent made an attractive offer to the 
student to join the staff of the concern 
in order to put his recommended im- 
provements into effect. Another student 
received from the president of his com- 
pany an honorarium in return for the 
report sufficient to pay all his expenses 
for an entire quarter at the university. 
Such instances as these indicate that 
satisfactory results can be attained and 
really productive work can ‘be accom- 
plished by the student while still in 
school. While these cases are the more 
conspicuous ones and represent the work 
of students who were more earnest and 
intelligent and possessed of a better back- 
ground in certain cases than the average 
of the class, nevertheless the students who 
have been taught in this fashion have 
seemed to feel, for the most part, that 
they have gained more from this method 
of instruction than from others. There 
seems to be sufficient evidence to indicate 
the fundamental soundness of this method 
of instruction when used with students 
who are properly prepared. 

There are, of course, certain difficulties 
in the way of using this method under 
some conditions. One of these is the 
lack of companies who are willing to help 


out. A school located outside of a large 
city or industrial region will almost cer- 
tainly find this to be a serious handicap 
for there will be few concerns within 
reach. In a large city or a locality 
where there are many companies within 
each student’s reach, this problem is not 
so serious, although there is still the 
question of finding managers who are 
willing to assist. The writer has been 
surprised and genuinely pleased, however, 
to find what a large proportion of 
executives approached are ready to open 
their offices and shops to students. Even 
though they may have been very skeptical 
in regard to the student’s capacity for 
getting at the real facts and even more 
doubtful about his ability to offer con- 
structive suggestions, and sometimes even 
hesitant about the benefits to be obtained 
through cost records of any kind, they 
have, nevertheless, opened up their plants 
and allowed the students free access to 
the information they have been seeking. 
More trouble has been experienced in 
persuading the employees to whom the 
students must turn for detailed informa- 
tion to supply it than with the executive 
heads of the companies. It would seem 
as though there should be no serious 
difficulty in making contacts of this kind 
if the concerns are at hand, the students 
are courteous, considerate and tactful 
and the instructor aids them judiciously. 
It is much to be hoped that company 
executives in the future even more than 
in the past will be willing to aid in this 
matter. In some ways this investigation 
is a real benefit to them in the form of 
suggestions offered and although the pro- 
posals may be inadequate, the manager 
often learns through the report of con- 
ditions which demand executive action. 
Moreover there is always the possibility 
from the official’s standpoint of picking 
up some good men from among the stu- 
dents who visit his plant. 

The second difficulty is that such a 
method requires no small amount of time 
if it is to be really effective. There is a 
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question, therefore, as to whether it can 
be employed if the time allotted to the 
course is that regularly assigned to a 
semester or quarter course. The answer 
to this proposition may be found in part 
in the type of student in the class. If he 
is mature and has had thorough training 
in the necessary background courses and 
has sufficient time to devote to the 
preparation of the material for this 
course, then it is possible to use this 
method and take only one semester or 
quarter, provided also the classes are 
reasonably small. 

For more immature students and those 
who are not above the average in energy 
and initiative, it would be better to have 
a preliminary course, in which the sub- 
ject can be covered by means of the text 
book, collateral readings, lectures and the 
study of problems. In this way the whole 
field of cost accounting may be covered 
and the student prepared so that he can 
obtain a maximum return for the time 
he spends at his plant. It frequently 
happens that the data developed in the 
course of an investigation is disjointed 
and scrappy. If the student knows his 
subject in general, he is far better able 
to classify this information as he goes 
along and so not only save time but fol- 
low what substantially sound practice 
has found best in this regard. It would 
be wise also to exclude from the following 
course which would be largely taken up 
with the investigation and report all those 
who do not obtain a grade distinctly 
above the passing mark and also those 
who would probably meet trouble because 
of lack of tact, maturity, etc. In this 
way a select group could be obtained 
who would be ready to get the maximum 
benefit from the method of instruction just 
described. Such a sequence of courses in 
industrial cost accounting should be fitted 
with comparative ease into a university 
school of business administration. 

If this arrangement of two courses in 
this subject were adopted it would pro- 
vide both for students who wish only a 
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general knowledge of cost accounting as 
a matter of training or as an aid to them 
in their own field of specialization, and 
for those who wish more intensive and 
thorough instruction in this field. The 
first group would only take the first 
course and the other group both courses, 
With more time gained in this fashion 
the second course could well be enriched 
by having a number of outside lecturers 
present their experiences to the classes 
and discuss at some length some of the 
more technical phases of cost accounting, 
This offers another excellent means of 
maintaining some very helpful contacts 
between business men and students, con- 
tacts which would be mutually beneficial 
to each group to understand the other 
in addition to the specific benefit to the 
student of a wider and more intensive 
knowledge of the subject. 

One method of teaching accounting 
which has been frequently employed and 
which has been very successful under some 
circumstances has not been mentioned 
among the means of instructions which 
have been advocated. As it is becoming 
so often used and so justly popular, a 
word about it and the reason for its ex- 
clusion may not be out of place. The 
method referred to is the use of practice 
sets of books in which the student records 
a series of transactions which are escribed 
to him. There is no question about the 
desirability of this means of instruction 
and of its value in elementary courses im 
accounting. By the time a student has 
attained such maturity and has back of 
him the necessary preparation for such @ 
course in industrial cost accounting as 
has been described, it should not be neces- 
sary to resort to such devices. He 
should thoroughly understand the tech- 
nique of double entry bookkeeping and of 
ordinary accounting procedure and he 
should be ready to devote his time to 
more important matters. The keeping of 
practice sets of books is a time-consuming 
device which should not be necessary at 
this stage in a student’s career. 
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The importance of the functions of in- 
dustrial cost accounting which were sur- 
veyed in the opening section of this 
article is being more generally recognized 
now than ever before and the probability 
is that the future will see an ever increas- 
ing demand for men who know how to 
prepare and interpret cost statistics. The 
problem of properly training men to meet 
this demand is one of the most important 
which is facing university school of busi- 
ness administration. The methods which 
have been discussed in the foregoing para- 
graphs represent the conclusions drawn 
from a rather extensive investigation of 
this question and a series of experiments 


in which these methods have been de- 
veloped and tested. The results so far 
attained seem to indicate that the 


method is fundamentally sound and offers 
at least one means of solving the prob- 
lem of providing adequate instruction in 
this field by university schools of business 
administration. 


APPENDIX 


Universities and Schools which Announce 
Courses in Industrial Cost Accounting 


An investigation of the catalogs of 295 
institutions of learning has shown that 88 
of them list courses in industrial cost account- 
ing. Questionnaires sent out to the instructors 
who were listed as in charge of these courses 
elicited 34 replies. The following analysis 
is based on this questionnaire for the schools 
which have replied and on their catalogs for 
those which did not. It is only appropriate 
to note that there are some approximations 
in the tables. “Quarter” and “term” hours 
have been reduced to “semester” hours in 
order to make the figures comparable and, in 
all probability, slight errors have crept in, 
in so doing. The ratio of 4 or 5 “quarter” 
hours (3 quarters to the regular school year) 
to 3 “semester” hours has been taken as a 
basis. Two laboratory hours have been 
counted as one equivalent to one class or 
lecture hour. With these approximations in 
mind, it is interesting to note the following 
analysis of the number of semester hours 
given to this subject. It will be seen that the 
largest group of institutions give 3 semester 
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hours in this subject and that considerably 
less than one-half as many offer 6 semester 
hours and about the same number 2 semester 
hours, while even fewer give 4 hours for a 
semester. 

Semester Hovrs 


No. of Schools No. of Hours 
8 


It was found to be too difficult to try 
to distinguish in the investigation between 
“problems” and “practice sets’ as methods 
of instruction to make it wise to try to sepa- 
rate them. The term “investigation and re- 
port” has been used primarily to mean the 
investigation in detail of some company and 
a carefully prepared written report thereon. 
Some institutions have their students visit 
various plants and report on their trips and 
in other ways approximate the method de- 
scribed above and such instances have been 
included in the same classification. 

It has been difficult in some cases to decide 
under what heading to classify the location 
of the courses in industrial cost accounting in 
the curriculum. There seems to be four fairly 
distinct categories—accounting, engineering 
and industrial management, economics, and 
commerce and business administration. In 
most instances where the cost accounting 
course is listed as an accounting course it may 
be noted that there is a separately organized 
department of accounting in a school of com- 
merce or business administration. The list- 
ing of the course as one in engineering or. 
industrial management seems to be limited to 
engineering schools and the author’s own 
course. It is found in engineering schools, 
usually grouped with the courses in industrial 
engineering or mechanical engineering. In 
many of the academic institutions it will be 
found that the course in industrial cost ac- 
counting is listed in the economics depart- 
ment, or the department of commerce or busi- 
ness administration. In not a few instances, 
the department in which the course is placed 
is called the department of economics, and 
commerce, or business administration and 
economics, or some similar title. In such 
cases, the department has been treated—from 
the point of view of the classification of the 
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course in cost accounting—as being of the 
kind indicated by the majority of the courses 


grouped in that department. 


An analysis of 


the location of courses in the curriculum re- 
veals the following facts: 


or 


Location or Courses 1n CURRICULUM 
Accounting Department 
Engineering Departments 
Economics Department 
Commerce* Department 


In numerous instances it appears that the 


*As distinguished from a school of commerce 
business administration. 


courses in cost accounting are given from at 
least two points of view, usually the account 
ing and executive, and in some instances from 
three points of view, accounting, engineering 
and executive—all at the same time. In the 
cases where a single viewpoint is taken it is 
commonly either the accounting or the er 
ecutive. The following analysis is based en 
tirely on the returns from the questionnaire; 


Pornt oF View or INsTRucTION 


Accounting and Executive 
Accounting, Engineering & Executive . 4 
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ACCOUNTING IN ITALY 


Greorce E. Frazer 


paper. I want to talk informally 

with you men about the basis for 
accounting abroad, using Italy, perhaps, 
as an illustration only. I say “as an 
illustration only” because some months 
ago I delivered myself of some remarks 
before the Illinois Society of Certified 
Public Accountants about ‘accounting 
experiences in Italy in “professional 
secrecy” and I learned the next day the 
sales force in a security house made 
difficulties because they were asked to sell 
Italian securities. There should be no 
animosity toward Italian securities. As 
a matter of fact, far from that point of 
view, I have bought Italian securities 
(before I went to Italy and since), and 
I have nothing but admiration for many 
phases of Italian life. 

What did interest me in a recent trip 
to Italy, and since, has been the con- 
temporary assumptions underlying basic 
theories of accounting. Many of us find 
ouselves tired of accounting theory. We 
get off into minutia of application of 
accounting theory, forgetting in many 
cases, that in accounting theory itself, 
very hazily defined, is a tremendous realm 
of possibilities for earnest students. 

I like to think of accounting as an 
application of economics. I don’t mean 
to say that I like to think that all uni- 
versity accounting departments should be 
headed by economists. When I was a 
professor of accounting that was the bane 
of existence in the then small profession 
of teaching accountancy; the economists 
thought they knew how it ought to be 
done and how it ought to be taught. 
But accounting is the application of 
economics, economic history, traditions 
and principle, and most American ac- 
counting is, it seems to me in my prac- 
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tice, based upon the assumption that 
economic theory is a stabilized thing and 
that the economics behind the balance 
sheet and behind the profit and loss 
statement are the same yesterday, today 
and tomorrow. Most textbooks on ac- 
counting are written under the assump- 
tion that the economics has been the 
same, is now the same, and will be the 
same. 

Take such a significant item on the 
balance sheet as Cash. It is generally 
assumed by practicing accountants, per- 
haps even by teachers of accounting, that 
cash is cash, at least in America,—per- 
haps the world over. 

Now the first significant observation 
that I had to make to myself in attempt- 
ing some professional work in Italy in 
1928 was that “cash” in Italy was not 
“cash” in America. One couldn’t even 
simply say that it was a different mone- 
tary unit; although one might talk for 
a long time to a group of accountants 
on this whole question of exchange as 
applied to published balanced sheets for 
financing purposes. One can, of course, 
take the Italian monetary unit and ap- 
proximate its value in the American 
monetary unit. I am going beyond that: 
The economics of cash is_ political 
economy. 

We have dropped the term “political” 
as an adjective before economy or econo- 
mics; perhaps we have dropped it too 
soon,—certainly, in my judgment, al- 
together too soon from the standpoint 
of accountancy as applied to foreign 
valuations. 

Of course cash is the result of a 
sovereign act; it is the result of a law, 
the result of traditions, and of history; 
and Italian cash is the result of Italian 
sovereignty, Italian law, traditions and 
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history. Merely to convert Italian his- 
tory, law, tradition, sovereignty into 
American law, history, tradition and 


sovereignty by dividing by “blank point 
decimal” is absurd. If now I have 
gotten that point over I have opened, I 
think, a realm of research for account- 
ants that will not be exhausted in this, 
our generation. 

I take cash as a starting point be- 
cause cash in bank in Italy necessarily 
means a whole set of contractual relations 
between the depositor and the bank. So 
it does in the United States, but in the 
United States we have assumed that cash 
in bank means certain fundamental, 
understood things that we are thoroughly 
accustomed to and which we hope and 
may expect to last. They might not so 
last but we expect it. 

A contractual relation between a de- 
positor and a bank, at least in America, 
perhaps in England, is a definite contract 
between two free and independent citizens 
or persons under law enforceable in a 
free and open court of justice. You 
know what the rights of the bank are; 
you know what the rights of the de- 
positor are. When you get the confirma- 
tion from the bank and put an item on 
the balance sheet you certify to nothing 
that those who read the balance sheet 
will understand. They read “So much 
cash” under certain contractual relation- 
ships, well understood by the persons who 
read the balance sheet and well under- 
stood in fact and in practice because 
easily enforced in a court of law under 
well demonstrated and well understood 
conditions. 

I haven’t any pretensions that I know 
what are the contractual relationships be- 
tween an Italian bank and its depositors ; 
still less am I certain about the judicial 
interpretation that will be placed upon 
those relationships, and I haven’t any 
idea at all as to the sovereign power be- 
hind the judicial interpretation of the 
relationship in connection with the item 
of cash in the Italian balance sheet. I 
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simply do not know whether that identical 
sovereign power will be there tomorrow 
(January, 1929). If it is there I simply 
can’t know how it will operate with re 
lation to the bank; I can’t tell whether 
the bank will be under one form of govern 
ment regulation or another; whether it 
will observe certain laws or certain other 
laws, and particularly whether the com 
tract will be enforceable as between the 
depositor and customer without state 
interference. Indeed, about the only thing 
I can tell is that the fundamental postu 
late of syndicalism is that all contractual 
relationships are tripartite, that is, they 
exist between the two contracting parties 
and the state, with the emphasis on “and 
the state.” And so if I blandly say, be 
cause I have confirmation from a_ bank 
in Rome, that cash there belongs to the 
client, I am stating a whole series of 
assumptions that may be understood by 
Italian economists, accountants and law 
yers but that have not very much re 
lationship to American mental concept 
when the same thing is translated into 
American units on a financing statement. 

Now if that is true about cash, how 
much more is it true about accounts and 
notes receivable. There again, there is 
not only a whole difference in law, but 
a difference in the jurisprudence behind 
the law. That is a difference between the 
common law of merchants as developed im 
England and brought here and fostered 
by the United States and the Justinian 
code law as developed in Rome and 
carried on with many mutations under 
Italian civilization. The concept that 4 
note is payable when due is a concept 
that is American and English. I do not 
believe from by own experience that it 
is a continental concept. When a note 
becomes due there certain contingent legal 
obligations result therefrom. 

I am not going to elaborate this thesis. 
I am trying to give you a thesis to hand 
on to the better of your graduate stu 
dents; I am not trying to develop it. I 
am trying to say that the notes recei¥- 
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able and the accounts receivable on the 
Italian balance sheet or a French balance 
sheet or an Argentine balance sheet arise 
out of economics in the sense of political 
economic conditions and that we are not 
authorities concerning them and that 
most of our investing public haven’t the 
remotest conception about it. 

If I go further than that, if I go into 
plant, land, real estate, machinery and 
equipment, I strike this: that under syn- 
dicalism there is an expressed intention 
of the sovereign power of the state to 
interfere with the management of the 
property; there is not what has been 
called by Chief Justice Marshall, a de- 
posited reserve of power in the state; 
there is not a reservation to the state to 
interfere under proper compensation; 
there is an announced aggressive, positive 
intention of the state that it will and 
must interfere with the use of property. 

You can find a thousand examples. 
Perhaps most of you read in the daily 
papers not long since about that Italian 
gentleman who attempted to desert his 
estate; he couldn’t make a living out of 
it; he was losing money. He moved off 
his estate and came into Rome and went 
to work, I think, in some shop. He was 
immediately ordered by the state to re- 
turn to his estate and operate it at a loss. 
He had to go. The estate is operated 
then by the sovereign power in conjunc- 
tion with the owner, or, to put the matter 
another way and always at the risk of 
scientific inaccuracy, the owner has cer- 
tain responsibilities which he cannot 
avoid, and whatever advantages he has 
are subject to the will power of the 
sovereign body. 

Of course, that is true in America. It 
is fundamentally true in America that if 
I own property I must pay taxes and if 
the property is needed for public use it 
may be confiscated; but behind all that 
in America is the theory that I am en- 
titled to my day in court, that I will have 
my day in court to bring in evidence 
where I may prove my case resting upon 
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facts, that I may seek legal advice and 
be advised as to what the premises are 
incident to the ownership of my property, 
and that as long as I am so advised and 
so state that I am advised, I may put 
the item in my balance sheet and it may 
be relied upon by those who deal with 
it as a common enterprise. 

In Italy there is an almost (and I may 
say this at the risk of scientific ac- 
curacy) reversal of the situation. I have 
title to the property but there is no 
free court, and in practically no foreign 
country is the court free from political 
interference. The whole theory of juris- 
prudence is not that of an equality be- 
tween the executive authorities and the 
judicial authorities with the judicial au- 
thorities perhaps being the final resort. 
The practical theory of continental juris- 
prudence is, we may say, that the courts 
are secondary to the interests of the 
state as represented by its then execu- 
tives. More than that, the Italian courts 
under the Mussolini administration, make 
no pretense that they are free from the 
interests of the state. There is no appeal 
to a court in Italy to protect the indi- 
vidual’s property against the encroach- 
ment of the political arm; quite the con- 
trary. 

I think you can safely follow me to 
this extent. The theory I advance is - 
that it is altogether unfair to say that 
a property valued at so many lire may 
be so stated in a balance sheet translated 
into American dollars and put before the 
American public and relied upon by them 
solely as security for a bond issue. It 
can be relied upon by investors if they 
can be informed as to Italian conditions. 
I make no pretense of outlining what 
these Italian conditions are. There are 
many learned men in the accounting pro- 
fession who have studied the matter for 
years and make no more pretense than 
I do. My difficulty is that if I inquire 
in Italy what changes Signor Mussolini 
has made and I am informed, then I may 
not properly understand the base from 
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which the changes were made, and so if I 
am told that El Duce has changed this 
and changed that, I may understand the 
movement, but I may not fully under- 
stand the place of start and consequently 
can’t understand the place of ending of 
the change. 

We have gone far enough to indicate 
what to my mind is the significant thing 
about the present day conditions in Italy 
as regards its accounting. You might 
have made the reference to Bolivia; you 
might have made it to Spain; you might 
have made it to the United States of 
Soviet Republics; you might have made 
it to Mexico, perhaps with equal force. 
Here is a whole philosophy of life, of 
jurisprudence, of ethnic connotations 
that we present to our students in a 
paragraph or so if we present it at all. 
There is a great deal more elaboration 
of socialism, thanks to the pioneer work 
of Ely, but there is no first-rate presenta- 
tion of the soviet theory that can be 


used by American accountants today, and 
yet it is that theory in Russia that is 


predominating. In much of the legis- 
lation and jurisprudence interpretation 
in Mexico it is also dominant, and it is 
that Russian theory that is leading to 
reversed action in Italy,—a battle of 
economic philosophy. I use the term 
“economic” in its political sense because 
I think we are forced to hark back to 
political economy. We are forced to 
recognize that our economy here upon 
which we base our balance sheets is 
an economy based upon the common law 
of merchants that we have almost for- 
gotten about. All of our assumptions 
in trade, all of our postulates about the 
balance sheet are based upon fundamental 
common law merchant principles which 
are simply nonexistent from one end of 
Europe to the other. 

What does it mean to say that a com- 
pany during the last five years averaged 
a certain percentage of gross profit and 
a certain percentage of net profit when 
the conditions bringing about that bal- 
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ance sheet change are subject to political 
power and the political power is irm 
sponsible so far as business interests am 
concerned. 

You may think that I have been m 
delivering an entire broadside on Italian 
credits; not at all. I am not concerned 
in discussing Italian credit with you 
That is not my thesis. What I am de 
cussing with you is the need for emphasis 
in the first place upon the political natur 
of the American balance sheet. We need 
to take the students who come into our 
offices and ground into them a thorough 
concept that they are applying in ther 
work principles of economics based upon 
the common law merchant and additions 
since 1600. That concept has not bee 
emphasized in your curriculums. Ther 
has been a tendency to take the budding 
accountant away from his economics and 
away from his political science and away 
from his jurisprudence. 

You are not going to train many ma 
for accounting duties in Italy. You ar 
going to train men for foreign duties @ 
increasing numbers. I don’t mean that 
they are going to live in foreign cour 
tries; I do mean that they are going to 
deal with American investments in foreign 
enterprises in increasing amounts. 

May I be so scientifically inaccurate 
as to offer a very broad generalization! 
That is that English practice does not 
apply to American financing condition 
Generally speaking, the English banker 
loans money to a foreign corporation 
only when it is domesticated, an English® 
corporation with offices in London, and 
only under conditions where the entir 
adjudication of all points involved is & 
pressly stated to be before an English 
counselor or an English judicial repre 
sentative under English law. The gener#l 
rule of the London market with respet 
to foreign loans has been that if money 
were to be loaned to a railroad in Brasil 
it would be loaned through a Brazil bank 
domiciled both in Brazil and in England. 
It would be a loan to a corporation hat 
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ing relations with a Brazil railroad cor- 
poration, to be sure, but an English 
corporation. It would be loaned in Eng- 
lish sterling and expressly subject to 
English law and adjudicated by English 
counselors or representatives. On that 
Gibraltar England has built a remarkably 
successful foreign loan policy. 

The American banker has almost in- 
variably loaned money to a corporation 
incorporated under the laws of Bavaria 
or under the laws of Italy or of Brazil 
subject to those laws and subject to those 
sovereign jurisprudence principles to be 
adjudicated by the courts in Germany or 
Italy or Brazil, payable perhaps in 
American dollars at an American fiscal 
agency, but, nevertheless, a clean-cut 
direct participation in the sovereignty 
where the money is used. ‘That is worth 
some general consideration here because 
we properly admire the English account- 
ant who has gone all over the world, in- 
cluding America, establishing the science 
which we serve. We greatly admire him; 
we have every right to admire him. The 
English, and if I may say so, the Scotch 
accountant has paved the way for us; he 
has gone into the far parts of the world 
and established English and Scotch ac- 
counting principles with direct relation- 
ship to the common law merchant, and 
he could easily do so because the ad- 
judications were to be under English 
jurisprudence. If our American bankers 
are going to do it the other way it isn’t 
the business of the accountant to dictate 
to them; it is the business of the account- 
ant to perfect principles to do it the way 
it is to be done. We are secondary fac- 
tors; we are not prime movers; we follow, 
we record, we analyze. 

If it be true, and I think it is true, 
that the American intends to loan his 
money abroad to foreign corporations 
under foreign law and foreign conditions, 
then it is our duty both as practitioners 
training our staffs and as teachers, to 
get our students interested in the political 
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aspects of economics. To the extent that 
we can get that interest and sustain it 
we will be prepared to go along with 
American banking enterprises. And if 
we can’t get that interest and can’t sus- 
tain it, American bauking enterprise will 
have to depend upon the foreign ac- 
countants and not upon the American 
accountants. 

I abhor the idea that the accounting 
teaching profession is to worship what 
we practicing accountants do. Every 
sound step in accounting theory advanced 
since the early instruction of sound audit- 
ing principles in England, every good 
thing has come out of the teacher’s 
laboratory and not out of the practi- 
tioner’s office. The whole realm of good 
cost accounting, the whole realm of good 
budgetary practice, of financial invest- 
ing methods, all of the additions to the 
profession that has helped it to grow, in- 
cluding the soundest instruction in in- 
come-tax procedure, have come from the 
universities. If I pay you that compli- 
ment I put upon you this responsibility: 
That you men must start the matter of 
training for foreign accounting. We 
practitioners will not in many instances 
do it, or we can’t afford to, or won’t 
take it upon ourselves to do it, or we 
will be indifferent about doing the re- 
search. 

You are writing books, writing them 
by the tons, saying the same thing over 
and over again. Men like myself who try 
to read what you write are going to sleep 
night after night trying to do it. You 
don’t need to write mere repetitions be- 
cause here is a field that no one can take 
away from the universities, i.e. the 
political aspect of the economics under- 
lying the accountancy that is to follow 
the billions of American money abroad. 
That work will not be done by a fore- 
casting bureau; it will not be done by 
any accounting staff of a private practi- 
tioner or public practitioner; it has to be 
done in the universities. 
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SOME OBSERVATIONS ON ACCOUNTING IN 
FRANCE AND GERMANY 


H. H. 


HERE Is, of course, a large amount 
of material that could be developed 
under the topic used for this 
paper. Among the phases that might be 
enumerated are the organization of the 
accounting profession, the training of the 
accountant, the effect of the law and 
business procedure on the practice of ac- 
counting, the method of gathering the 
details that enter into the accounts, and 
such specialized items as the method of 
handling depreciation, special reserves, 
valuation of fixed assets and of in- 
ventories, special accounts that are used, 
etc. Because of the length of time re- 
quired for such an extended discussion 
this paper has been limited to a con- 
sideration of some of the first points 
mentioned az they are needed to give a 
proper setting to the others in order that 
one may understand the reason account- 
ants and business men handle the various 
items in a particular way. 

To get a proper perspective of the 
development of accounting in any coun- 
try one must understand the institutions, 
the characteristics of the people, and the 
peculiarities of their business practice. 

In France and Germany as in other 
European countries they have many 
hundreds of years behind them. Their 
institutions are the result of growth 
through many generations. Development 
has been made by adding on a little at a 
time to that which existed before. The 
result is that some of their practices seem 
like needless repetition to a stranger. In 
the United States both the laws and the 
development of business are comparatively 
new. We do not have the reverence or re- 
spect for the past that is found in Europe 
and thus changes are made here easily. 

Society in the United States is not as 
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static, and there is more freedom of 
movement between people in different 
walks of life. Even the poor boy of 
average ability, if he is ambitious, can 
work his way through a college or une 
versity and at the same time be on a par 
with any of the other students. The son 
of a farmer or a coal moner may become 
a lawyer or a banker. While this may 
occur in Europe it is not as common as 
it is in the United States. There the 
struggle for existence is sharp and the 
poor boy finds it very difficult to secure 
an education and become a professional 
man. We are optimistic, we have a com 
paratively new country, and there is a com 
stant increase in the number of oppor 
tunities open to all. 

To many French business men there 
does not seem to be much chance to i 
crease the amount of their business ex 
cept as they are able to secure some of 
the business of the other fellow. As 4 
result they are inclined to be secretive 
They work alone; they are individualists. 
Their accounting associations do not 
assist them to standardize their costs, 
they are not very strong and do not fill 
the important place that they do in the 
United States. 

The Frenchman looks at a business 
a different way from what we do. AS 
he does not see the possibility of business 
expansion he does not work as hard; he 
reads a little more for pleasure and # 
content to accumulate enough to enable 
him to retire at about the age of fifty 
and live in ordinary circumstances. He 
looks upon us as being in a perpetual 
hurry and scramble for wealth. He 
thinks we are dollar chasers, that we ate 
very wealthy, and that our whole aiff 
and idea is to accumulate wealth. 
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In discussing the accounting systems of 
any country one must remember that any- 
thing he says will not apply to all 
the systems in the country. Some of the 
systems may be as good as they are in 
any other country. It is the average 
that must receive consideration. As a 
usual thing, one would not say that 
French accounting systems are modern 
or up-to-date when considered from our 
point of view. They do not miss any 
chance to gather details and in the aver- 
age system there is considerable duplica- 
tion of work. As a result they secure 
a large amount of material that is not 
needed and in some cases it is not even 
used. Nevertheless, with a few excep- 
tions, their final record is about the same 
that we would secure. 

In many cases their accounting systems 
were developed by having changes made 
here and there but the parts that were 
more or less useless were not discarded. 
The result is that today they are often 
cumbersome. However, labor is cheap 
and if some of the material gathered is 
not used the loss is not important. Then 
again, the head accountant or bookkeeper 
may consider that as the number of em- 
ployees under him increase his position 
becomes more important and as a result 
he does not try to reduce the amount of 
information that is gathered. 

The French business man does not have 
the proper attitude towards the account- 
ant. The accountant is a necessary evil. 
The accounting department is regarded 
as an expense rather than as a part of 
the organization that aids in the develop- 
ment of efficiency and as an important 
factor in the success of any large busi- 
ness. However it should be stated that 
the business man is not against good 
accounting but that he has not been edu- 
cated to the advantages of good account- 
ing, 

The accounting profession does not 
stand as well in France as in either Eng- 
land or the United States. The account- 
ant is looked upon more as an office 


clerk. As a result the young man with 
a high social standing does not enter 
the profession. While there are some 
good men in accounting, as a rule, the 
best brains have not been brought into 
the profession and, consequently, it has 
not attained a high development. The 
young man in the past has secured his 
accounting training in private schools or 
a combination of office and night school. 
There has been little regulation of the 
profession. Anyone may hang out his 
shingle and practice as an accountant 
and up until the last year or so he 
could call himself an expert accountant. 

The accountants as a group have not 
been well qualified. They have lacked 
standards of excellence. The designation 
“accountant” has been used by all from 
moderately good accountants, to the head 
bookkeeper of a small business, or to 
one who keeps the private ledger or posts 
the journal for a number of small firms 
and makes a call on each customer once 
or twice a month. There is, however, 
a small group of accountants in Paris, 
estimated to number forty or fifty, that 
are well above the average. These are 
known as Expert Accountants (Expert 
Comptable) and their standing is such 
that they are granted the right to ap- 
pear before the courts for the purpose of 
giving expert testimony. Up until the 
spring of 1927 anyone could open an 
office and call himself an “expert account- 
ant” but a law passed at that time sets 
a standard of excellence and it is prob- 
ably only a question of time before a 
better qualified body of accountants will 
be found in France. 

Under this law, in order to have the 
right to practice as an expert account- 
ant one must qualify by passing a pre- 


‘liminary examination, by serving as an. 


apprentice for five years with an expert 
accountant, and by passing a final exam- 
ination. They are starting with the few 
expert accountants as a nucleus and ex- 
pect to build up a well qualified group 
of accountants by examination and prac- 
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tice. The influence of England is evi- 
dent in this new law. The examinations 
cover the subjects of law, commercial 
practice, economics and accountancy. 

It should be mentioned that the ex- 
pert accountants do a large variety of 
work. These experts are often mem- 
bers of Fiduciary Societies (Sociétés 
Fiduciare), organizations which corres- 
pond to the large accounting firms in 
the United States except that there is 
a difference in the emphasis that is placed 
on various parts of their work. They 
do a little auditing but much of their 
work is to advise on fiscal matters and 
to make special investigations. If a firm 
is loosing money a member of one of 
these societies is called in to find out 
why it is not making good. They give 
some very excellent service in this re- 
gard. Among some of the other things 
that come under the scope of these so- 
cieties might be mentioned tax work, the 
installation of accounting systems, the 
performance of the function of the Com- 
missary of Accounts, advice on fiscal 
matters, organization help in new busines- 
ses, filling the réle of friendly liquidator, 
arbitrator, etc. 

The French accountants have not or- 
ganized themselves into strong profes- 
sional societies. Instead of a few strong 
organizations they have many loosely 
joined. Even the few expert accountants 
in Paris do not have a strong associa- 
tion. The members do not work through 
their associations as we do in this coun- 
try. The general point of view is held 
that there cannot be a large increase 
in the total volume of business; that is, 
if there is an increase in one man’s busi- 
ness it must result in a decrease in the 
business of some of his competitors. 
Hence, they fear that if they have an 
association and meet and exchange ideas 
they would be helping their competitor 
more than their competitor would be 
helping them. This is true not only of 
the accountants but also of banks and 
other business houses. They do not have 
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the same conception of the many ad 
vantages that come from co-operation ip 
an association. 

There are many small accounting socie 
ties in the different districts and quite 
number of them are loosely bound te 
gether in a large organization. Thus, at 
the National Congress of Accountants 
held in 1927, the representatives that 
attended might be divided into five dix 
tinct categories. One was from the Na 
tional Union of Societies of Accountants 
in France and the Colonies. This om 
ganization is composed of six regional 
unions and thirty-five societies. The so 
cieties in each district are organized into 
regional unions. Seven of these thirty- 
five societies are in the Paris district. 
The second category consisted of asso 
ciations that were not members of the 
National Union. These also sent dee 
gates to the meeting. The third cate 
gory consisted of delegates from socie 
ties of expert accountants. The fourth 
category included representatives from 
the Chambers of Commerce and the fifth 
category consisted of the various individ 
uals attending the meeting who were 
not members of any of the aforesaid so 
cieties. 

Without doubt French law has had 
some influence on the development of ac 
counting in France. However, it doe 
not seem that the law, when one com 
siders their interpretation of it, has been 
a detriment to the development of at 
counting. The journal is the only book 
required by law. It is probable that the 
law originally intended that all transac 
tions should be recorded in the journal. 
However, the adaptation of the law as 
it exists today permits of the use of 
auxiliary books in order to summarife 
results, and from these books summary 
journal entries are entered in the journal 
for posting to the ledger. This permits 
the use of the sales book, cash books, 
purchase book, etc., and the posting of 
totals to the ledger by use of journal 
entries. The subsidiary ledgers are posted 
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from the auxiliary books. The principal 
requirement regarding the summary en- 
tries that are made in the journal is 
that it must be possible for one to follow 
the source and content of the entry. 

When one buys a new journal the first 
thing he does is to take it to the police 
headquarters of his district and there 
have each page stamped and numbered 
for the Tribunal of Commerce. Each 
page must be initialed by the man stamp- 
ing it. An insignificant fee is charged for 
this service. It is interesting to note 
that this law does not apply to foreign 
companies but that practically all foreign 
companies follow the French law as they 
do not find it to be of much, if any, dis- 
advantage and by following the law their 
books have good standing in the courts. 

By law, books must be bound; but 
custom requires this only of the journal. 
All auxiliary books, ledgers, etc., may 
be loose-leaf. As in England, a far larger 
number of bookkeeping records are bound 
books than in our own country. How- 
ever, the development of machine account- 
ing and contact with other countries is 
having the effect of increasing the use 
of loose-leaf books. 

Another requirement of the French 
law that should be given consideration 
is found in an old law originally enacted 
in 1867. This law requires that the ac- 
counts of joint-stock companies be ex- 
amined and a report, together with a 
balance sheet, be made to the stock- 
holders. It might be added that it is 
not uncommon for the bylaws of a com- 
pany to require an audit and a report 
to the stockholders. 

At the present time this law is still 
complied with, although in many cases, 
if not in the majority of cases, it is 
chiefiy a matter of form. There is at 
the present time a feeling that the old 
law needs to be revised and the Chamber 
of Deputies has even discussed the prob- 
lem of forming a new law covering the 
auditing of accounts of joint stock com- 
panies; but so far nothing has come of it. 


Under the present law a Commissary 
of Accounts (Commissaire aux comptes) 
is required to make an audit and present 
a report and balance sheet to the stock- 
holders. The report and balance sheet 
must be filed in the office of the company 
fifteen days before the annual meeting 
and is open to the inspection of every 
stockholder. The reports are very meager, 
but even so, they are better than none. 
The balance sheet must also be signed 
and filed with an office in the govern- 
ment which corresponds to our registrar’s 
office where, with certain restrictions, it 
is open to the public. 

The Commissary of Accounts is not 
a government official. It is simply the 
title which must be used by the individ- 
ual who signs the balance sheet. This 
individual may be an expert accountant, 
or he may be merely a friend of the 
managing director. He need not be a 
professional accountant. He is merely 
an individual who certifies to the balance 
sheet and takes the responsibility for the 
accuracy of the balance sheet. The bal- 
ance sheet of all companies must be certi- 
fied before publication. 

The Commissary of Accounts is first 
selected or delegated to do this work by 
the board of directors and after that he 
is elected every year by the shareholders 
to prepare statements. It is not neces- 
sary for one to secure a permit of the 
state in order to act as a Commissary of 
Accounts. 

While the Commissary of Accounts cer- 
tifies to the balance sheet and, in theory 
is liable for misrepresentation in the bal- 
ance sheet, in practice this is considered 
more as a formality. It really means 
that when he has signed the balance sheet 
it is complete and ready for publication. 
They do not think of the signature as 
being a certificate of accounts as to ex- 
actness. It is not an audit certificate 
as we understand the audit certificate. 

The amount of work done by the Com- 
missary of Accounts is not uniform. One 
man may give a fairly complete audit 
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while another may merely check the items 
in the balance sheet with the balances of 
the accounts in the ledger. As a usual 
thing they do not make much of an at- 
tempt to ascertain the correctness of 
charges to revenue or to capital. 

One might say that auditing, in the 
sense that we understand the term, hardly 
exists in France. They do very little 
checking of totals, posting, and verifica- 
tion of inventories. Many do not prove 
cash as we think of proving cash. They 
accept assets as they are and make but 
little attempt to investigate items in the 
nominal accounts. The little verification 
they do is usually in the nature of 
miscellaneous test-checking. However, we 
must remember that the above does not 
apply to everyone. There are, of course, 
a few who do very good work. 

Probably an important reason for the 
lack of the development of auditing is the 
amount of responsibility that is placed 
by the law on the managing director. 
There is always one managing director 
and quite often there are two of them. 
The managing director or directors re- 
port to the board of directors and the 
board in turn reports to the sharehold- 
ers. This means that the influence of 
the board of directors is often more or 
less nominal. The manager is not only 
responsible for the correct conduct of 
the business, but he is strictly liable— 
even criminally liable—for his acts; and 
there are instances where a manager has 
been sent to prison. The managing dir- 
ector must watch carefully and see that 
the records are properly kept and he must 
be able to show cause for any loss. Conse- 
quently the managing director desires a 
full and detailed record of all business 
transactions. It is quite possible that 
this is one of the reasons for the accumu- 
lation of so much detail. 

When crossing the border from one 
country to another, one is struck with 
the differences between the people. It is 
not alone a difference in the language; it 
is a difference in the people themselves. 
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The method of doing business change 
and so one finds in Germany that the a¢ 
counting profession is organized in 4 
somewhat different method from that jp 
France. 

Germany is adopting American meth 
ods in industry more than any other 
European country. It is probable that 
the next five years will see a great chang 
in German accounts and methods. Ae 
counting is referred to as American book 
keeping and the term accountant is often 
used where we would use the term book 
keeper. 

Accounting in Germany is for the most 
part without regulation by law. Any 
one who desires to do so can perform 
accounting work and hold himself out 
to the public as an accountant. This 
does not insure a high type of account 
ing work by the average accountant 
However, there are two groups of at 
countants that are worthy of consider 
tion. The first of these should be identi- 
fied not so much as accountants but a 


an organization; the second is a group 
of accountants who have a certificate 
which authorizes them to do certain types 
of accounting work. 

The first of these groups is called 
Trust Companies (Treuhandgesellschaft). 
These are not Trust Companies in th 
sense that we ordinarily use the term 
As a usual thing they have been oF 
ganized by the banks not only for th 
purpose of performing audits and inves 
tigations that the banks find necessary 
in order to establish the credit of bor 
rowers but also to take care of their 
trustee work, etc. These companies dd 
very good work, and the employees ar 
capable and well-trained. The companies 
are organized as corporations and #% 
such their reports and records are ope 
to all the directors of the firm. 

The accountants who belong to the 
second group do not correspond to any 
thing that we have. For convenient 
they are here referred to as Sworn Book 
Auditors (Beeidigter Biicher Revisor). 
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They are individuals who receive a cer- 
tiicate from the Chamber of Commerce 
in the city in which they practice. The 
certificate purports to signify that they 
are capable of performing accounting 
work, making examination of books, and 
giving correct testimony before courts 
when required. In return they must pay 
a license to the city for the privilege of 
practicing. 

The requirements made of a Sworn Book 
Auditor are that he must be thirty years 
of age, must have had three years’ ex- 
perience as a bookkeeper, and must pass 
an examination. ‘The examination deals 
with such subjects as accounting and law. 
Considerable attention is given to law, 
particularly stress being placed on bank- 
ruptey and equity. The examinations 
are usually oral and are: not difficult. 
Strange as it may seem to us a point 
which receives important consideration in 
the granting of a new certificate is the 
number of certificates already granted in 
the city. If the Chamber of Commerce 
feels that it has issued a sufficient num- 
ber of certificates to take care of the 
need in the city, it will refuse to grant 
a new certificate even though the appli- 
cant may be well qualified. 

Each Chamber of Commerce is supreme 
in its own city. If one secures the certi- 
ficates authorizing him to act as a Sworn 
Book Auditor in one city he cannot move 
to another city and practice without tak- 
ing the examination again. Since the 
mumber who already have the certificate 
is given important consideration, an ex- 
perienced and capable man may find that 
he is unable to secure the certificate 
should he change his residence. 

Nevertheless it is possible for him to 
go to another city and practice when it 
8 necessary for him to do so in court 
cases. Where this necessity exists, the 
court sends for him and he can then 
vork as if he were in his own city, pro- 
vided he confines his work to the one 
job. However, he cannot go to another 
tity of his own desire and start to prac- 
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tice as a Sworn Book Auditor. The 
Sworn Book Auditors are responsible for 
their work and at the end of their re- 
port they must sign an oath as to its 
correctness. 

There are two accounting societies in 
Germany. One of these is composed of 
a few men who have received their doc- 
tor’s degree from the University of Dres- 
den. While at the University, they take 
a special one-year course after which 
they pass a special examination. This 
organization is quite small and those 
who belong to it are known as Account- 
ants who have diplomas (Verband der 
Diplomischen Rivisioren). 

The second society has its headquar- 
ters at Leipzig and is an organization 
made up of the Sworn Book Auditors. 
It represents a total of some nine hun- 
dred members. This organization (Ver- 
band Deutscher Biicherrevisoren) pub- 
lishes a magazine and is attempting to 
improve the standing of its members by 
getting the Chambers of Commerce in the 
various cities to work together so that 
a man who receives a license to practice 
in one city may be permitted to practice 
in any other. This object has been ac- 
complished in some of the smaller places 
but it is not yet general. Also it hopes 
to improve the type of examination given 
by the various Chambers of Commerce 
and possibly to have them give a uni- 
form examination. 

In conclusion, it must be remembered 
that the accounting systems and practice 
in Europe cannot be judged by the 
standards governing similar systems in 
the United States. We must not forget 
that the differences in the temperment of 
the people, in their ideas, laws, and busi- 
ness methods necessarily influence ac- 
counting systems and accounting prac- 
tice. At a time when so much is being 
written about world peace it would seem 
that there is nothing to lose and every- 
thing to gain by increased friendship 
and co-operation with the occupants of 
Europe. 
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AMERICAN ASSOCIATION OF UNIVERSITY 
INSTRUCTORS IN ACCOUNTING 


Proceedings of the Thirteenth Annual 
Convention, Chicago, Illinois, 
December 27 and 28, 1928 


HE MORNING sessiON of the Thirteenth 

Annual Convention of the American 

Association of University Instructors 
in Accounting, held on December 27, 1928, 
at the Hotel Stevens, Chicago, Illinois, was 
called to order by President Jackson at 10:30 
A.M. 


The following papers were read: 


“Cost Accounting, Its Present Status in 
Great Britain,’ Howard S. Noble, University 
of California; 

“Some Observations on Accounting in 
France and Germany,” H. H. Baily, Uni- 
versity of Illinois. 

Mr. George E. Frazer of Chicago de- 
livered an address on the “Present-Day Basis 
for Accounting in Italy.” 

The meeting was then thrown open for dis- 
cussion which was participated in by Pro- 
fessor A. C. Littleton of the University of 
Illinois and Professor T. H. Sanders of 
Harvard University. 

The President read a number of telegrams 
expressing the good-will of a number of mem- 
bers who were unable to be present. 

The president announced the appointment 
of the following committees: 


Auditing Committee: 


W. J. Burney, Iowa 
A. D. Henderson, Antioch 


Resolutions Committee: 
H. T. Scoville, Illinois 
T. H. Sanders, Harvard 
C. R. Rorem, Chicago 


Nominations Committee: 
W. A. Paton, Michigan 
E. J. Filbey, Illinois 
F. H. Elwell, Wisconsin 
J. T. Madden, New York 
R. B. Kester, Columbia 


The session adjourned at 12:30 o'clock. 


The afternoon session held on December 


27, 1928, at the Hotel Stevens, was called to 
order by President Jackson at 2:00 p.m. 


The following papers were read: 

“Some Divergencies of Accounting Theory 
from Economic Theory,” John B. Canning, 
Stanford University ; 

“Realized Income,” E. A. Heilman, Uni 
versity of Minnesota; 

“The Changing Objectives of Account 
ing,’ H. C. Daines, University of Chicago; 

“Financial and Industrial Investigations,’ 
Arthur Andersen, Arthur Andersen and Com- 
pany, Chicago. 

Discussions of these papers were offered 
by Messrs. Gibson, Littleton, Lay, Rorem, 
Filbey, Paton, Jackson, and others. 

The session adjourned at 4:30 p.m. 


The Thirteenth Annual Banquet of the 
American Association of University Instruc 
tors in Accounting, was held at the Hotel 
Stevens, Chicago, Illinois, on December 2, 
1928, at 7:00 p.m. A recess was taken at 
8:00 p.m., to permit those present to hear the 
address of Professor Fred M. Taylor before 
the American Economic Association. 

Upon the reconvening of the meeting 
President Jackson spoke informally for 4 
few minutes. 

The president stated that he would ne 
attempt a technical address in view of the 
excellent quality of the technical pape 
which had been read and were to be read at 
other sessions of the meeting. Neither would 
he risk the making of prophecies with respet 
to the future of the Association as an orgasi 
zation or of its members as individuals, at 
though the report of the Secretary-Treasure? 
suggested some interesting thoughts in that 
direction. The membership of this Associ 
tion is shown by that report to number 616 
at the close of 1928, with about 20 more 
whose memberships would become effective 
in January. The comparison of this number 


with a total of 122 members ten years 
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ago was considered a remarkable showing. 
Furthermore, there are about 125 subscribers 
to the Accounting Review, in addition to the 
members of the Association, which is a credit- 
able showing for the Association’s organ 
which has just completed its third year. The 
president felt that very hearty and sincere 
thanks were due from the members of the 
Association to Professor Sydney G. Winter 
for his work as Chairman of the Membership 
Committee and to Professors William A. 
Paton and E. L. Kohler for the development 
of the Accounting Review. 

Tue AccountiNG Review was considered 
by the president to be a publication of which 
the Association should be proud. The burden 
of founding the magazine and carrying it 
through its first two years had been borne by 
Professor William A. Paton of the University 
of Michigan, and upon his request to be re- 
lieved, the magazine had been taken over by 
Mr. E. L. Kohler of Chicago. At the risk 
of appearing fulsome, the president praised 
the editorial work of these members, and said 
that he considered it the most important ac- 
tivity of the Association. Professor Kohler 
and Professor Greer had been devoting a 
good deal of thought to the possibility of 
developing the Review further, and had ten- 
tatively suggested that in addition to the 
present sections devoted to technical articles 
and book reviews, there might be introduced 
sections devoted to accounting problems and 
te accounting bibliography, especially to the 
contributions of foreign journals. The pub- 
lication of C. P. A. problems and answers 
thereto should be largely avoided since this 
feld is well covered by other periodicals, 
but discussion of accounting problems en- 
tuntered in practice or in research which 
were of real instructional value might be very 
helpful. Quite apart from this subject ac- 
counting instruction presents problems of its 
own which could well be discussed in the 
Review, since this is a publication which ac- 
tounting instructors should consider peculi- 
aly their own. 

The president requested all possible sup- 
port from members of the Association in 
ipport of Tue Accountine Review by way 
f preparing material for publication and 
«curing additional subscribers. He felt that 
twas not unreasonable to hope for a doub- 
ling of the present number of subscribers; 
his accomplishment would give sufficient 


funds for the periodical to achieve a gratify- 
ing usefulness. 

The president stated that during the past 
year there had been appointed a new Stand- 
ilng Committee on Co-operation with the 
American Association of Collegiate Schools 
of Business, and suggested that similar co- 
operation with additional organizations might 
well be considered in the near future. 

The president felt that certain accounting 
books which had been published during the 
past few years had shown a tendency on the 
part of the authors either to have hurried 
their work or to have been somewhat careless 
in their statements, so that they had not 
achieved what might be called scientific ac- 
curacy ; the first function of an accountant is 
to be accurate and truthful, which is much 
more important than to produce a great 
quantity of material. He stated it was neces- 
sary for a research man to publish his view 
of truth as he finds it, but writers on account- 
ing should be sure of their facts before mak- 
ing statements purporting to be true; several 
writers and their books have been during the 
past few years severely and perhaps fairly 
criticized by practitioners not only for what 
seems a highly theoretical and unpractical 
form of expression, but—much more import- 
and—because of apparently unprovable 
statements. Efforts should be made con- 
stantly to have expressions of theory as 
practical as possible, so long as the writer’s 
principles are not compromised; in all cases 
the facts on which such expressions are based 
should be incontrovertible. 

The president considered it regretable 
that of all the papers listed on the program 
of this meting, not one deals with the ped- 
agogy of the science of accountancy; at least 
two members were specifically requested to 
give papers on this topic, while the others, 
in suggesting their own topics, evaded this 
subject entirely. It is peculiarly the purpose 
of this Association to study the problems aris- 
ing from accounting instruction as well as 
the problems of accountancy itself, and the 
hope was expressed that greater attention 
may be given in the future to the discussion 
of problems of instruction. Both accounting 
principles and pedagogy are very important, 
and the attention of the members of the 
Association might profitably be described 
somewhat to the latter rather than wholly to 
the former at its meetings. 
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The morning session on December 28, 
1928, at the Hotel Stevens, was called to 
order by President Jackson at 10:30 a.m. 

This session, which was a joint meeting 
with the American Association of Collegiate 
Schools of Business, dealt with the topic “To 
What Extent Shall Accounting Instructors 
Indulge in Outside Practice?’ This subject 
was presented by James O. McKinsey, Uni- 
versity of Chicago; Charles L. Raper, Syra- 
cuse University; and John T. Madden, New 
York University. 

A spirited discussion followed, in which 
comments were offered by Messrs. Heilman, 
Elwell, Gibson, Greer, Fjeld, and Filbey. 
At the close of the discussion, Dean Madden 
raised the question of whether the Associa- 
tion wished to continue the joint meetings 
with the Collegiate Schools of Business. The 
question was put to a vote by the Chairman 
and continuance of the joint meetings was 
unanimously approved. 

Mr. Springer of the American Society of 
Certified Public’ Accountants then read a 
communication relative to the classification of 
accounting services, after which the meeting 
adjourned. 


The afternoon session held on December 
28, 1928, at the Hotel Stevens, was called 
to order by President Jackson at 2:00 p.m. 

The President introduced Mr. Durand W. 
Springer, Secretary of the American Society 
of Certified Public Accountants, who pre- 
sented to the meeting the following officers 
and members of the Board of Directors of 
that Society: 

Arthur C. Upleger, President, Waco 

Theodore J. Witting, Second Vice-Presi- 
dent, Denver 

Thomas H. Evans, Treasurer, Detroit 

Harry B. Scott, Pittsburgh 

W. D. Wall, Columbus 

Homer A. Dunn, New York City 

Earl S. Clark, Providence 

George P. Ellis, Chicago 

Henry J. Miller, New Orleans 

H. C. J. Peisch, Minneapolis 

John B. Tanner, Wisconsin 


The following papers were read: 

“Business Policy as Related to Account- 
ing”, Chester F. Lay, University of Texas; 

“Methods and Advantages of Early Clos- 
ing’, J. B. Heckert, Ohio State University; 
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“The Administrative Uses of Differential 
Costs’, T. H. Sanders, Harvard University, 

President Jackson thanked each of those 
who had prepared and delivered papers at 
the various sessions of the meetings. The 
program being completed, the Association 
met briefly in a concluding business session, 

The Convention assembled in business seg- 
sion following the Annual Banquet on the 
evening of December 27. About forty active 
members of the Association were present. 

The meeting was opened with a Presi- 
dential Address by President Jackson, which 
is reproduced in full elsewhere. The Presi- 
dential Address was followed by the report 
of the Secretary-Treasurer, which is also pre 
sented separately. Mr. Burney for the Audit- 
ing Committee, stated that the records of the 
Secretary-Treasurer had been found adequate 
and satisfactory and the Secretary-Treasur- 
er’s report in accordance with them. 

Mr. Lay offered a number of explanatory 
comments regarding the work of the Com 
mittee on Constitution and By-Laws and sug- 
gested that certain minor changes be mate 
to bring the rules into conformity with the 
present practice of the Association. He then 
offered a formal report of the Committee 
which is printed separately. The report was 
accepted and motion was then made to adopt 
the proposed amendment to the Constitution 
providing for an increase in the membership 
of the Executive Committee by adding to it 
the Editor of Tue Accountine Revie 
and the last three ex-presidents of the 
ciation. One or two brief watement 
support of this amendment were 
from the floor, after which it was unanimously 
adopted. 

A written report was submitted by Pre 
fessor Winter for the Committee on Member 
ship. Mr. Winter’s account of the activities 
of the Committee and the substantial resulis 
achieved in increasing the membership anf 
subscription list of the Association wer 
listened to with interest and the report was 
accepted and placed on file amid enthusiastie 
applause. Written reports were also prt 
sented by the Committee on Co-operation 
with the American Society of Certified Publie 
Accounts, Co-operation with the Americal 
Society of Collegiate Schools of Business, 
and the International Congress on Account 
ing. 

No report was received from the Com 
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the Comr 


mittee on Publications but it was agreed 
the members that the continued issuance 
of Tuz AccounTine Review represented a 
suficient report of activities in that direction. 
In the absence of Professor Wildman, Pro- 
fessor Littleton made a brief and informal 
report of the Committee on Research and 
indicated that a further report would be 
offered by that Committee at a later date. 

Mr. Kohler delivered an informal report 
for the Committee on Co-operation with the 
American Institute of Accountants in which 
he discussed the recent questionnaires on 
earned surplus and on the classification of 
accountancy services. He indicated that no 
public report on the results of these question- 
naires has yet been issued but that the sub- 
ject is still under discussion and will be given 
farther publicity later. 

President Jackson then reported to the 
membership the action of the Executive Com- 
mittee at its meeting held on the evening of 
December 27 at 5.00 p.m. The Executive 
Committee had given consideration, Mr. Jack- 
son said, to the plans proposed by Mr. Kohler 
for the further development of Tue Ac- 
counTING Review during the coming year 
and had unanimously endorsed the Editor’s 
proposals. In addition, the Executive Com- 
mittee had voted an honorarium of $300 to 
the Secretary-Treasurer for his services dur- 
ing 1928, and $150 to each of the two Edi- 
tors who had served during part of that 
year. On motion, the meeting unanimously 
approved the above mentioned actions of the 
Executive Committee. There being no other 
business, the session adjourned. 

The second business meeting took place 
o the afternoon of December 28. The 


President referred to the question of a meet- 
ing place for the Association’s 1929 Conven- 
tion and stated his assumption that the mem- 
bers would be willing to follow the custom 
of leaving the decision to the Executive Com- 


American Association of University Instructors 


47 


mittee. No objection was made and the Presi- 
dent ruled accordingly. 

Professor Scovill read the report of the 
Resolutions Committee, copy of which was 
handed to the Secretary. It was moved and 
seconded that these resolutions be adopted, 
and the motion was unanimously carried. 

The Nominating Committee reported the 
following nominations: 

For President—David Himmelblau 

For Vice-President—J. P. Adams 

For Secretary-Treasurer—Howard C. 
Greer 

For Editor of Tue Accountine Review— 
E. L. Kohler 

For Vice-President (term continuing)—A. 
H. Rosenkampft 

For Vice-President (term continuing)— 
Russell A. Stevenson 

Upon motion duly made, seconded, and 
carried, the nominations were closed and the 
Secretary was instructed to cast a unanimous 
ballot of the members present for the nomi- 
nees named above. Ballot having been cast, 
the president declared the nominees elected. 

The President stated that he wished to 
renew his expressions of appreciation to the 
Association for the honor conferred upon him 
in his election to the presidency and to thank 
the members for their co-operation and sup- 
port throughout his term of office which had 
resulted in marked progress. With the con- 
tinuance of this co-operation by the member- 
ship the influence and usefulness of the As- 
sociation would, he said, continue to increase. 

President-elect Himmelblau took the chair 
and bespoke for his administration the co- 
operation and support which the members 
had given his predecessors. He particularly 
requested that the members acquaint him with 
their views as to the character of the pro- 
gram which the Association should have at 
its next annual meeting. The session then 
adjourned. 


REPORTS OF COMMITTEES 


REPORT OF COMMITTEE ON CONSTITUTION 
AND BY-LAWS 


N COMPLIANCE with the suggestion of 

President Jackson, the committee has 

critically examined the constitution with 
a view to bringing it into conformity to pres- 
ent needs and practices of the Association. 
(1) Disagreement exists within the commit- 
tee as to whether the selection of a new name 
of the organization should be again consid- 
ered by the membership. (2) Attention should 
be called to the present discrepancy between 
present practice (four dollars) and the pro- 
vision of the constitution (five dollars) as 
to dues. We recommend that the incom- 
ing committee consider revision of the article 
covering this situation. (3) Another matter 
which we recommend to the 1929 committee 
for consideration is provision for affiliation 
with the Texas Association of University In- 
structors in Accounting and such other State 
and / or regional associations as may be 
formed. (4) We further recommend to the 
incoming committee the revision of that ar- 
ticle which prescribes a three-year term for 
the constitution committee, which is no longer 
followed, practise of annual appointment now 
being well established. (5) The only definite 
proposal which we wish to submit to the 
membership is the amendment to article six 
which has been circulated by the secretary. 
It is the unanimous opinion of the members 
of the committee that this amendment should 


be adopted. Harvey C. Danes 


R. M. Howarp 

Arcuise Peiscu 

R. W. StTevENson 
Cuester F, Lay, Chairman 


REPORT OF AUDITING COMMITTEE 

We have examined the books and records 
of the Secretary-Treasurer of the American 
Association of University Instructors in Ac- 
counting for the fiscal year ending December 
24, 1928, and we believe that the statements 
submitted accurately set forth the financial 
condition of December 24, 1928, and the 
operating results for the fiscal year ending 


om that cate. W. J. Burney, Chairman 
A. D. Henperson 


REPORT OF MEMBERSHIP COMMITTEE 


The present chairman of the Membership 
Committee was appointed in January, 1928, 
and the Committee personnel was suggested 
to President Jackson early in February, 
Twenty-three members were appointed by the 
President to work in as many areas in the 
United States and Canada. 

On March 38, the chairman communicated 
a plan of attack to the committee members, 
This was followed on March 21 by a list of 
the subscribers to the Accounting Review 
resident in each area. It is remarkable that 
at that time the libraries of thirteen institr 
tions represented on the committee were not 
subscribers. There is reason to believe that 
the situation has changed for the better. 

On June 28, the chairman suggested a 
summer campaign and on September 184 
fall campaign for memberships and subserip- 
tions. The last communication from the chair 
man was under date of December 4 and called 
for a report of work done. 

It is evident that a majority of the com 
mittee members took hold of the task in good 
fashion. Some of course, were unable to 
find the time necessary or failed for some 
other reason. The additions to the member 
ship roster and to the subscription list of the 
Accounting Review are contained in the re 
port of the Secretary. 

The reports submitted to the chairmm 
do not permit of a summary in regard to 
the number of letters sent out. In general, 
letters were addressed to accounting instruct 
ors, college and university libraries, practic 
ing accounts and to others who in the opinion 
of the committee member might be interested 
in the work of the association. Little or ™ 
attention was paid to high school libraries 
nor to teachers of high school bookkeeping 
courses. It will be recalled that a year ag 
it was reported that Professor Ross had cit 
cularized approximately seven hundred # 
eight hundred high schools in his territory: 
The subscription list resulting from this 
splendid effort is mute evidence of the fat 
that high schools are not interested in th 
work of the association. This fact is furthe 
evidenced by the experience of the chairma 
of the committee. 
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So far as may be ascertained at this time 
the entire cost of the campaign is not in 
excess of $25.00. The chairman has not re- 
ceived reports from six members of the com- 
mittee. 

One of the first acts of the chairman was 
the directing of an S.O.S. to his predecessor, 
Professor Scovill. It is a pleasure to report 
that his help was given abundantly at the be- 
ginning of the year and that it has con- 
tinued throughout the year. 

The closest co-operation has existed be- 
tween the chairman of the committee and the 
Secretary-Treasurer. For any success which 
the committee may have had, much credit 
must go to Secretary Greer for his prompt 
and efficient work. 

Professor Lay of the University of Texas 
has been the most active member of the 
committee. He has done much toward es- 
tablishing the association in the South and 
has secured the interest and support of many 
practicing accountants. Approximately 30 
members have been secured through his ef- 
forts. 

It may be in order to submit one or two 
suggestions to our successors. At least one 
of these points is of interest to the entire 
membership. In this day of keen competition 
each man is obliged to watch the steady out- 
ward march of his dollars. The members 
of the committee have failed in many cases 
to secure subscriptions for the Accounting 
Review for the very simple -reason that 
“the price is too high.” This answer comes 
with astounding frequency. A “quarterly” 
at $4.00 per year has difficulty in competing 
with a “monthly” at $4.00 per year. Added 
to this is the fact that “student subscrip- 
tions” are available in the cases of two lead- 
ing accounting publications at $3.00 per year. 
Further it is difficult to explain the fact 
that either a subscription or a “membership 
including subscription” is available at the 
same price. It may be advisable to lower 
the subscription price quoted to non-members 
of the association. 

It has been suggested by several members 
of the committee that better results coyld be 
obtained from the circularizing of the prac- 
ticing accountants and libraries if copies of 
the Review might be used as samples. If 
this involves too great expense, it is sug- 
gested that a descriptive folder be prepared 
to be used in place of the mimeographed con- 
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tents sheets which have been used in the 
past. 

The chairman wishes to take this oppor- 
tunity to record his appreciation of the serv- 
ice rendered by the members of his commit- 
tee. 


S. G. Winter, Chairman 


REPORT OF COMMITTEE ON INTERNATIONAL 
CONGRESS ON ACCOUNTING 

At a meeting held in Washington in De- 
cember, 1927, at which representatives of 
the leading national societies and associations 
of accountants were present it was voted to 
hold the next International Congress on Ac- 
counting in the United States. 

At this meeting, Colonel Robert H. Mont- 
gomery was elected Chairman of the Inter- 
national Congress on Accounting, with power 
to appoint an Executive Committee. Among 
others, Colonel Montgomery appointed Presi- 
dent Jackson to represent our association on 
the Executive committee. President Jack- 
son being removed too far from the scene 
of action—which is this case is in New 
York City—appointed me to act in his 
stead in representing our society on the execu- 
tive committee of the International Congress 
on Accounting. 

Although numerous meetings were held 
in New York City prior to the month of 
June no formal minutes of these meetings 
were kept as these early meetings were chiefly 
devoted to organizing the executive commit- 
tee. The executive committee with few ex- 
ceptions has been meeting weekly. 

The following will briefly outline the im- 
portant actions of the executive committee to 
date: 

1. It was regretted that the generous 
offer of Harvard University to entertain the 
foreign guests and to make available its facili- 
ties for the Congress could not be accepted 
as it was found that the facilities available 
at Harvard University would be inadequate 
for the occasion. Accordingly, it was voted 
to hold the Congress in New York City dur- 
ing the week of September 9, 1929, with 
headquarters at the Hotel Commodore. 

2. Invitations to attend the Congress 
have been sent to every known accounting so- 
ciety and organization, both domestic and for- 
eign, and personal invitations have been ex- 
tended to foreigners by members of the com- 
mittee while abroad. 
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8. Numerous committees to function in 
New York City have been organized and 
about twenty states thus far have each or- 
ganized a Committee on Publicity and At- 
tendance. 

4. The Congress is being temporarily fi- 
nanced by subscriptions of $100 each re- 
ceived from firms engaged in the profession. 
It is planned to finance the Congress by sell- 
ing different classes of memberships. 

5. The program for the entire week of 
the Congress has been submitted by the 
Chairman of that committee—Dean Madden 
—and has been accepted by the entire com- 
mittee. This program will appear in the 
January number of all accounting publica- 
tions. 


Briefly outlined the program is as fol- 
lows: 


Session Chairman Topic 
Monday, Sept. 9 
10:00-12:30 Dean Madden Legislation 
2:00- 4:30 Education 
Tuesday, Sept. 10 
10:00-12:30 Mr. Glover Depreciation 
2:00- 4:30 Discussion 
Wednesday, Sept. 11 
10:00-12:30 Mr. Peloubey Financial Statements 
2:00- 4:30 Discussion 
Thursday, Sept. 12 
10:00-12:30 Mr. Warner Industrial Acct. 
2:00- 4:30 Discussion 
Friday, Sept. 13 
10:00-12:30 Mr. Hall Budgetary Practice 
2:00- 4:30 Discussion 
Saturday, Sept. 14 
10:00-12:30 Mr. MontgomeryBusiness meeting 


In connection with the program it should 
be noted that the leading papers are to be 
printed and distributed to all delegates and 
members at the opening of the Congress in 
French, German, and English. An edition 
will be printed in Spanish if sufficient interest 
is elicited. 

It is not intended that the printed papers 
will be read. It is assumed that the delegates 
will have read and digested them in advance. 
Hence, the chairman at each meeting will 
merely present the authors whereupon the 
subject will be open for discussion from the 
floor. This will afford more time for the 
delegates to discuss the papers. Five minutes 


at the closing will be allowed for the author 
of a paper to reply if he avails himself of 
the opportunity. 

Those who desire to discuss papers should 
register their wishes with the Secretary in 
advance of each meeting. The time allotted 
each speaker will depend upon the number 
who register. 

During the sessions of the Congress an 
exhibit will be held in the building of New 
York University at Washington Square, of 
all the uniform cost systems of trade associa- 
tions and industries. Efforts will be made 
to have reprsentatives of the associations 
present at stated hours for the purpose of 
explaining the systems to the delegates. An 
exhibit also will be held in the building of 
the School of Business of Columbia Univer- 
sity of historical material relating to account- 
ing from the earliest times down to recent 
date. Photostatic material and actual books 
and documents will be on display. It is 
hoped that other institutions and organiza- 
tions will co-operate in loaning material. 

Of especial interest and importance to the 
members of our association are the prizes 
offered by the executive committee through 
the generosity of Colonel Robert H. Mont- 
gomery, the donor. The Executive Commit- 
tee will offer three prizes of $500, $300, and 
$200 (1) to any member of any recognized 
accounting organization, (2) a junior in a 
public accountant’s office, or (3) a student 
attending an accounting class in any recog- 
nized school (including correspondence 
schools) in the world, under thirty years of 
age, for papers on any subject mentioned 
in the official program. The papers are to 
contain some constructive or original thought 
and not to contain more than 3,000 words 
and must be submitted before May 1, 1929. 
The successful contestants are to read their 
papers before the Congress, if possible. 

The judges are P. W. J. Glover, Presi- 
dent, New York State Society of Certified 
Public Accountants; Dean John T. Madden, 
New York University; Professor Roy B. 
Kester, Columbia University. 

Papers are to be submitted before May 
1, 1929, and the successful ones to be read 
at the Congress by the authors if possible. 

The committee has received the hearty co- 
operation of the American Institute of Ac 
countants and the American Society of Certi- 
fied Public Accountants. The former will 
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hold its annual convention in Washington, 
D.C., immediately following the Congress 
and the latter will hold its annual con- 
yention in New York City immediately pre- 
ceding the Congress, thus making it possible 
for members of these societies to attend both 
the meetings of the Congress and of their re- 
spective organizations. 

If the hearty response received from mem- 
bers of the different states and foreign or- 
ganizations, as well as controllers and audit- 
ors of our large business organizations, in 
accepting service on the Publicity and Attend- 
ance Committees in their states, is a baro- 
meter of the enthusiasm which exists the 
Congress bids fair to be a success. 

A. H. Rosenxamprr, Chairman 


REPORT OF COMMITTEE ON CO-OPERATION WITH 
THE NATIONAL ASSOCIATION OF COST 
ACCOUNTANTS 


Your Committee is pleased to observe that 
many members of our Association have, dur- 
ing the past year, been active either in the 
local chapters of the National Association of 
Cost Accountants, or in its national activi- 
ties. In some cases an advisory committee, 
consisting of N.A.C.A. members who are ac- 
tive in cost accounting, has been set up to 
advise teachers in colleges and universities 
in their locality. It would appear that the 
greatest advantages which our members can 
obtain from the National Association of Cost 
Accountants lie in two main directions: 

(1). By actively engaging in the work 
of local chapters teachers can form contacts 
with men engaged in practical business life 
who are usually very ready to be of assist- 
ance in furnishing information, especially to 
fellow members. 

(2) The publications of the National As- 
sociation of Cost Accountants furnish a great 
fund of material from which the teacher of 
cost accounting may enlarge his own re- 
sources. 

These conclusions were brought out rather 
clearly as the result of an inquiry made by 
the Chairman of your Committee, acting as 
Director-in-Charge of Education for the Na- 
tional Association of Cost Accountants. This 
inquiry, addressed to about 100 teachers, en- 
deavored to ascertain what they considered to 
be the major objectives of a cost accounting 
course, and what the National Association of 
Cost Accountants might do to help in the 


attainment of those objectives. About 25 
replies were received, but it was found im- 
possible to make any generalization from 
them either in the matter of objectives, or of 
suggestions for material to be supplied by the 
National Association of Cost Accountants; 
in other words, the well known individuality 
of teachers of accounting again asserted it- 
self. The point of most general agreement 
was that the National Association of Cost 
Accountants might supply us with more labor- 
atory material, but there was considerable 
difference as to what its nature should be. 
Some wanted typical complete cost account- 
ing systems; others wanted only short prob- 
lems; still others desired one or two sets 
with figures fully worked. In these circum- 
stances the officers and Board of the National 
Association of Cost Accountants did not feel 
that there was any widespread call for any 
specific material, but that they should con- 
tinue to make the regular association publi- 
cations reflect the practices and conditions of 
actual industry as far as possible. They 
also wish it to be understood that they stand 
ready to render any service to education for 
which there may be a definite demand, if it 
be at all feasible. 


There have been continued expressions of 
friendliness and goodwill upon the part of 
both associations, and your committee believes 
that the activity of individuals in both asso- 
ciations will always be highly beneficial. 

T. H. Sanpers, Chairman 


REPORT OF COMMITTEE ON CO-OPERATION WITH 
THE AMERICAN SOCIETY OF CERTIFIED 
PUBLIC ACCOUNTANTS 


Your Committee has been very much in- 
terested in the matter of co-operation be- 
tween the accounting instructor and the prac- 
titioner. We were interested not only in 
learning whether such co-operation actually 
existed, but also in learning the exact form 
such co-operation took in various communi- 
ties. 

Accordingly the Committee sent the fol- 
lowing letter to one hundred seventy-seven 
(177) of the members of the Accounting In- 
structors Association. Letters were not sent 
to overseas members, or to those members 
whom the chairman knew rather definitely 
were co-operating with the professional socie- 
ties within their state or community. 
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November 1, 1928 
To the Active Members of the American Associa- 
tion of University Instructors in Accounting: 

The A.A.U.I.A. Committee on Co-operation with 
the American Society of C.P.A.’s addresses this let- 
ter to you in the interests of co-operation between 
practitioner and instructor. Many of our members 
are Certified Public Accountants and are actively 
interested in the accountancy matters of their com- 
munity and state. In many cases, however, it ap- 
pears that the accounting instructor is failing to 
utilize the wonderful opportunity open along this 
line. 

The Committee of our Accounting Instruc- 
tors Association on Co-operation with the Ameri- 
can Society of Certified Public Accountants, there- 
fore, asks each member of our Association to 
make every effort to co-operate with the prac- 
ticing certified public accountants of his com- 
munity and state. The basis for such co-opera- 
tion is acquaintanceship, and we urge you to get 
acquainted with the practitioners, join their so- 
cieties, if possible, attend society meetings, etc. 
We are certain you will greatly enjoy the friend- 
ships which you will make and above all, you 
will be a personal representative of educational 
interests among them. You should be able to 
carry to them a breadth of view, a knowledge 
of accountancy literature and such a desire for 
the development of a genuine profession that 
you would be more than welcome in their midst. 

Many of the State Boards of Examiners in 
Accountancy have expressed a desire to have the 
accounting instructors assist them in the prepara- 
tion of examination questions. We, therefore, 
express the hope that if you have not already done 
so, you will inform the examiners of your state 
that you will be glad to help them if they so 
desire your assistance. 

Our sole point in writing you is to get our 
entire group working toward the development 
of a real genuine profession of the accountancy, 
and unless such co-operation as is suggested is 
forthcoming quite generally, progress toward our 
goal will be delayed. 

The Committee will be particularly pleased to 
hear just what is being done along this co-opera- 
tive line the country over. Will you not state 
the facts in your case to F. H. Elwell, 418 
Sterling Hall, Madison, Wisconsin, so that a gen- 
eral summary may be prepared for our holiday 
meeting? No names will be mentioned in the com- 
mittee report. 

Yours very truly, 
(Signed) F. H. 

Of the 177 letters sent out, four (4) were 
returned on account of change of address and 
only nineteen (19) replies were received from 
those who assumedly, at least, received the 
letter. Apparently the Committee struck a 
group who are not even interested in the 


work of the Accounting Instructors’ Associa- 
tion! 

Our survey disclosed the following ways 
in which the accounting instructor is co 
operating with the practitioner: 

1. Membership in local, state and na- 
tional accounting societies; attendance upon 
meetings of such societies. Many account- 
ing instructors are committeemen or officers 
of local, state, or national accounting socie- 
ties. 

2. Membership upon Program Commit- 
tees of State Societies. 

8. Membership upon Committee on Edu- 
cation of State Societies. 

4. Compilation of problems for state 
examinations. 

5. Correction of examination papers and 
recommendations as to certification. 

6. Securing new members for various 
accounting organizations. 

7. Representing accountants before legis- 
lative committees considering problems affect- 
ing the profession of accountancy. 

In some states there still seems to be a 
very strong feeling that the practitioners, oF 
at least the State Boards, do not care to have 
anything to do with the accounting instruet- 
ors. Such cases as have been brought to our 
attention will be discussed with Mr. Springer, 
Secretary of the American Society of 
C.P.A.’s. 

In order to increase the co-operation be- 
tween the instructor and the practitioner, the 
Committee recommends: 

1. That each member of our Association 
make every effort to co-operate with the prac 
ticing certified public accountants of his com- 
munity and state. The basis for such co 
operation is acquaintanceship, and we urge 
our membership to get acquainted with the 
practitioners, join their societies, attend so- 
ciety meetings, etc. We are certain you will 
greatly enjoy the friendships which you will 
make and above all, you will be a personal 
representative of educational interests among 
them. You should be able to carry to them 
a breadth of view, a knowledge of account- 
ancy literature and such a desire for the 
development of a genuine profession that you 
would be more than welcome in their midst. 

2. That an effort be made to have am 
annual state conference between the Univer 
sity instructors and the practitioners either 
in the form of a joint meeting, as in Ohio, 
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or a meeting with the State Society as the 
accounting instructors did last year in Texas. 
Many states have profitably had such meet- 
ings and it is urged that the accounting in- 
structor attempt to secure a definite date or 
meeting assignment from the local society at 
which the educational problems attending the 
profession may be discussed. 

8. That it be diplomatically suggested 
to our membership that they be posted on 
such matters as arbitration, calendar reform, 
natural business year, classification of ac- 
counting services, etc., so that they may be 
prepared to discuss such matters upon invi- 
tation of the practitioners. 

4. That in publishing the directory of 
members of this Association, the Secretary be 
requested to include reference, as may be 
due and proper, to the member’s certification 
to practice accountancy. In other words, give 
proper credit to all our members who are 
Certified Public Accountants, by so listing 
them in our directory. This will do much 
to impress the general practitioners that for 
the most part, the accounting instructors are 
not theorists only, but are sufficiently inter- 
ested to obtain their certificates to practice 
as Certified Public Accountants. 

5. That members do not hesitate to take 
up with this Committee points which they 
think the American Society of C.P.A.’s might 
well consider. We are certain we are ex- 
pressing the thoughts and opinions of the 
officers of the American Society correctly 
when we say that they desire to be of all 
possible assistance to the accounting instruc- 
tor and to do all in their power to further 
the mutual interests of both instructor and 
practitioner. 

F. H. Chairman 


REPORT OF COMMITTEE ON CO-OPERATION WITH 
THE AMERICAN ASSOCIATION OF COLLE- 
GIATE SCHOOLS OF BUSINESS 


At the annual meeting of the Collegiate 
School Association held last May it was voted 
to continue for another year the joint meet- 
ings in December with the several associa- 
tions of instructors organized in our schools 
of business. In carrying out that plan the 
Collegiate Association has arranged for a 
joint meeting with our association on the 
morning of December 28 to discuss the topic: 
“To what extent shall accounting instructors 
indulge in outside practice.” 


The increasing number of associations 
meeting in December with the American Eco- 
nomic Association correspondingly compli- 
cates the preparation of a program. I know 
that the Collegiate Association would weleome 
an expression of opinion from our associa- 
tion as to whether future joint meetings 
should be continued. Personally, I believe 
that last year’s meeting, as well as this year’s 
session, have demonstrated the worthwhile- 
ness of a joint program. A large number 
of us as individuals have affiliations with one 
or more of the societies which meet with the 
American Economic Association and this 
seems to argue for a continuance of our 
December meeting at the same time and 
place at the meeting of the American Eco- 
nomic Association. The annual meeting of 
the Collegiate Association takes place in May, 
at a time when it is not convenient for most 
of the instructors to be present. 

It would seem that there is a natural alli- 
ance between the Collegiate Association and 
the Association of Accounting Instructors, 
Marketing and Advertising Instructors, and 
Law Instructors. I believe that the Colle- 
gate Association would not wish to take ini- 
tial steps in making suggestions for a closer 
alliance than now obtains, in view of the fact 
that the Instructors Association antedates the 
Collegiate Association and has had such a 
fine record of constructive effort. In any 
event, the several possibilities deserve a care- 
ful canvass and I merely mention them at 
this time in order that our members may 
think about them duriag the ensuing year, 
with the hope that some definite program 
may be put forward a year hence. In the 
meantime, it is my opinion that we ought to 
continue the existing form of co-operation 
and our Committee, therefore, recommends 
that our association go on record by resolu- 
tion addressed to the Collegiate Association 
in favor of a joint meeting to be held next 
year in connection with the annual meeting 
of the American Economic Association. 

Jno. T. Mappen, Chairman 


REPORT OF THE RESOLUTIONS COMMITTEE 
A.A.U.IL.A, 

Whereas, the American Association of Uni- 
versity Instructors in Accounting in conven- 
tion assembled recognizes that great good 
accrues to its members and the Association 
from the programs arranged for the annual 
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meetings and from the Accounting Review; 
and 

Whereas, the Association desires to have 
teachers of accounting subjects encourage, 
support and foster as far as possible move- 
ments of a worthy character which seem to 
be for the best interests of accounting and 
business in general ; 

Now, therefore, be it resolved that the 
Association express its appreciation of the 
wise guidance and conscientious energies 
given it by its officers during the past year; 
and 

Be it further resolved that this Associa- 
tion and its individual members as far as 
feasable lend their unstinted support to the 
coming sessions of the International Congress 
on Accounting and to the important move- 
ments relating to the National Business year 
and the Calendar Reform, all three of which 
projects it appears will be of great value in 
the development of accounting and business 
in their several aspects; and, finally, 

Be it resolved that the Secretary of the 
Association be authorized to address Com- 
munications to the National Committees in 
charge of the above-mentioned projects ex- 
pressing the approval and support of this 
body. 

H. T. Scovitt, Chairman 


REPORT OF THE SECRETARY-TREASURER 


Whereas it is the recognized prerogative 
of an association’s president to radiate op- 
timism and good cheer, to praise and con- 
gratulate, to fire his co-members with en- 
thusiasm and ambition, it is doubtless the 
proper function of its secretary-treasurer to 
appear with solemn mien, to caution and dep- 
recate, to sound the note of sober warning. 
The future is never clear; the auguries of 
the past are at best uncertain. It is fitting 
that we take thought on the state of our 
treasure, and reckon whether it is sufficient 
unto our needs. 

Your Secretary-Treasurer senses some re- 
sponsibility in this connection, and will under- 
take to fulfill it before concluding this re- 
port. He finds it difficult, however, to begin 
with anything other than a recapitulation of 
the rather gratifying figures contained in the 
annual statements for the year just closed. 
The statements themselves are appended in 
full and may be referred to for such de- 
tails as are of interest, but no details are as 


interesting as the central fact that the year 
1928 brought the Association the largest in 
crease in membership, the largest total reve 
nues, and (with one exception) the largest 
growth in net worth of any year in its history, 
The organization now has more members and 
more money, as well as more problems and 
more responsibilities, than at any time singe 
its inception in 1916. 

The net gain in membership during the 
year was 92. There were 157 new members 
enrolled and 65 old members lost from mem- 
bership, bringing the total enrollment at the 
end of the year to 616, as compared with 
524 one year ago. The great increase in 
new memberships bears eloquent testimony to 
the untiring efforts of the Committee on Mem- 
bership, which has been active throughout 
both 1928 and 1927. There are over 30 
additional membership applications on file 
at the Secretary’s office, to become effective 
January 1, 1929. 

Subscriptions to THz Accountine Re 
view have also increased in number during 
the year. There were 148 subscriptions for 
one year or more received in 1928, as com 
pared with 9714 such subscriptions in 1927. 
Single copy sales were 87 this year as 
against 50 in the year previous. In spite 
of a reduction in the price of the magazine, 
subscriptions brought in nearly 25% more 
revenue in 1928 than in 1927. 

Total income of the association was 
$3,640.94 in 1928 as compared with $3,058.08 
in 1927, a gain of about 20 per cent. Total 
expenses (exclusive of compensation to the 
Editor and Secretary) were $2,865.34 in 
1928, as against $2,586.86 in 1927. Both 
sets of figures are inflated somewhat by the 
inclusion of dues assessed but later found 
uncollectable, but this factor does not affect 
the net income which (stated before dedue- 
tion for officers’ compensation) was $775.60 
in 1928 as compared with $471.17 in 1927, 
a gain of nearly 65 per cent. 

The larger revenues of 1928 resulted from 
the larger number of memberships and sub 
scriptions, there being no increase in the rate 
of dues and an actual decrease in the sub 
scription rate. The expense of publishing 
the magazine increased somewhat, while gem 
eral office expenses declined slightly. The 
loss on bad debts written off shows a disturb- 
ing tendency to increase, being $598.00 for 
1928, but accounts now on the books are less 
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than those owing last year and no addition 
to the Reserve for Bad Debts is thought 
necessary. 

At the last convention, the Executive Com- 
mittee authorized compensation to the Editor 
and the Secretary of $250.00 each for serv- 
ices during 1927. ‘This $500.00 was paid 
during 1928. The final result of the year’s 
operation was, therefore, an increase of 
$275.60 in the net equity of the Associa- 
tion. This equity, or net worth, now stands 
at $1,580.93 as compared with $1,305.38 one 
year ago. To the extent of $1,378.98 it 
is represented by that very desirable asset, 
cash in the bank. 

The net worth of $1,580.98 is stated be- 
fore any allowance for compensation to Edi- 
tor or Secretary for services in 1928, no ac- 
tion having been taken on that matter at the 
time of preparing this report. It may be 
pointed out, however, that should $500.00 
again be appropriated for this purpose, the 
net worth would be reduced but slightly be- 
low $1,100, the approximate figure at which 
it stood three years ago when the quarterly 
magazine was first launched. In other words, 
the Association is in the position of having 
put forward a new quarterly magazine of 
recognized excellence, which in three years 
has made no inroads on the Association treas- 
ury and has cost its members the modest sum 
of $1.00 per year in addition to the dues 
formerly paid by them. 

This is altogether too rosy and flattering 
a picture for any conscientious secretary- 
treasurer to present, but the figures are their 
own spokesmen. What the figures do not 
reveal, however, is the great amount of per- 
sonal effort which has gone into making the 
Magazine and other association activities a 
success. The Association presidents, the edi- 
tors of the magazine and its uncompensated 
contributors, the members of committees, all 
have donated uncounted amounts of time and 
energy that the work might go forward. It 
seems to the writer almost too much to ex- 
pect that this same degree of voluntary serv- 
ice will continue indefinitely, and he feels 
strongly that steps should be taken to place 
the organization on such a basis as to provide 
adequate support for its publication as a mat- 
ter of course rather than as a matter of good 
fortune. 

Among those contributing most substan- 
tially to a successful year has been the Secre- 


tary-Treasurer’s assistant, Miss Josephine 
Lowrie of the Accounting staff of Ohio State 
University. During the writer’s continued 
absence from Columbus she has handled the 
entire office routine of memberships, subscrip- 
tions, collections, correspondence, etc., and 
has brought to a task promising little of for- 
tune and less of fame, a combination of will- 
ingness, competence, and dependability which 
it would be difficult to equal. The Associa- 
tion and the writer are both deeply in her 
debt. 
Howarp C. Greer, Secretary-Treasurer 


REPORT OF MEMBERSHIP 


Membership—December 24, 1927 ............ 524 
Enrolled during 1088) 157 
Resignations (voluntary and involuntary) 
Membership, December 24, 1928 ............ 616 


Net increase as at December 24, 1928—92; new 
memberships received to become effective January 
1, 1929—23. 


STATEMENTS OF DUES 


Dues Receivable—December 24, 1927. . 
Dues Assessed in 1928 (681 members) 


$ 679.00 


2,724.00 
To be collected in 1928 .............. $3,403.00 
Received in 1928, per Cash Statement .. 2,196.00 
Tend: TE $1,207.00 
Bad Debts Written Off in 1928 (Mem- 

bers resigned or dropped from 

rolls during year) 598.00 
Dues Receivable—December 24, 1928 .. $ 609.00 


STATEMENT OF SUBSCRIPTIONS 
Subscriptions Receivable—December 24, 


Magazine Subscriptions (one year or 

more @ $5.00) 120.00 
Magazine Subscriptions (one year or 

more @ $4.00) (124).............. 496.00 
Magazine Sales (single copies @ $1.50) 

82.50 
Magazine Sales (Single copies @ $1.00) 

Sales of Proceedings (back numbers) 


The Accounting Review 


Received in 1928, per Cash Statement... 


Subscriptions Receivable—December 24, 


Unearned Income on Subscriptions for 


AND PAYMENTS 


STATEMENT OF CASH RECEIPTS 


748.50 


Represented as follows: 


Checking Account—City National 
Bank of Commerce, Columbus. 
Savings Account—City National 
Bank of Commerce, Columbus. 


Balance on Hand—December 24, 1927.. $ 999.33 
Receipts in 1928 
Dues for Year 1928.... $2,020.00 
Dues for Prior Years... . 176.00 
Subscriptions and Sales 
of Proceedings, 1928. 701.50 
Collections on Prior 
Years Subscriptions.. 47.00 
Advertising in Maga- 
140.00 
Overpayments on Dues, 
Subscriptions, etc. 
........ 31.25 
Interest on Bank Bal- 
22.44 
Tatal Cagh, Availaiile. $4,137.52 
Payments in 1928 
Magazine—Printing .... $1,662.23 
Magazine—Postage ..... 46.36 
Magazine—Clerical, etc... 62.33 
General—Printing ...... 117.00 
General—Postage ...... 120.39 
General—Clerical ...... 187.45 
Convention Expenses— 
Compensation to Editor, 
Secretary, etc.—1927. 500.00 
Refunds on Dues, Sub- 
scriptions, etc....... 81.25 2,758.59 
Balance on Hand—December 24, 1928. . 


$1,378.93 


$ 613.56 
765.37 


$1,378.93 


STATEMENT OF INCOME AND EXPENSE 


Income 

Dues Assessed during 
$2,724.00 

Magazine Subscriptions 
and Sales........... 684.50 
Advertising in Magazine. 210.00 


Expense 
$1,770.92 
464.84 
Convention—1927 ...... 31.58 


Bad Debts Charged Off. . 598.00 $2,865.34 


Net Income from Operations, before 
Compensation to Editor and Secre- 


BALANCE SHEET—DECEMBER 24, 1928 


Resources 
Receivables— 
Subscriptions ........... 58.00 
Advertising ............ 100.00 
Total Receivables....... $ 767.00 
Less: Reserve for Bad 
Liabilities and Net Equity 
Subscriptions Received in Advance.... 187.0 


Equity of Association: 
Balance at December 24, 
$1,305.33 
Less: Compensation to 
Editor and Secretary, 
Voted at Conven- 


Net Income from Opera- 
775.60 
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$3,640.94 


367.00 


12.00 


$1,757.98 


40.0 
187.0 


$1,580.98 


$1,757.98 


REVIEWS 


Post-War Monetary Stabilization, by Gustav Cassel. 
Columbia University Press, New York, 1928. 
100 pp. 

In its main outlines “Post-War Monetary Sta- 
bilization deals with the inflation and stabilization 
of currencies, the stabilization of gold, and the es- 
sentials of the “new gold standard.” It comprises 
three lectures which were “three of a series of six 
delivered by Professor Cassel at the University of 
Chicago and at Columbia University.” 

In the first lecture, which is devoted to the in- 
flation and stabilization of currencies, Professor 
Cassel first speaks of the subject as it relates to 
the internal problem of only one currency. He 
follows this aspect of the matter with a consider- 
ation of the relations between different currencies 
as they are affected by the phenomena of inflation 
and stabilization. Introductory to the development 
of these two main parts of the first lecture, how- 
ever, the reader is given an analysis of the inflation 
of the currencies which came as a forerunner to 
the problem of post-war monetary stabilization. 
In regard to the general character of this problem, 
Professor Cassel speaks as follows: 


The whole lesson of the world’s sad experiences 
of monetary mismanagement can only be drawn 
if we realize that the gold standard is nothing 
else than a paper standard, the value of which is 
entirely dependent upon the way in which the 
supply of means of payment is regulated. 


In discussing the difficulties attendant upon the 
determination of the price index which should 
constitute the basis of gauging variations in fun- 
damental monetary relations, a strong point is 
made of the need for taking into account a proper 
“level of wages and of cost of living as well as 
the level of wholesale prices.” 

Professor Cassel’s treatment of international 
monetary relations is built around his familiar 
theory of “Purchasing Power Parity.” Of this 
theory he says: 


In fact the Purchasing Power Parity theory 
proves to be the natural starting point for an 
exposition of the whole theory of international 
trade, which, when treated in this way, acquires 
a high degree of simplicity and lucidity. 

The necessity for the stabilization of the value 
of gold is brought strongly to the attention of the 
reader in the second lecture. In doing so the 
author takes up the factors which control the 
demand for the metal and the possibilities of 
& variation in its supply. The constant need of 


an annual 8% normal increase in the supply of 
gold for monetary purposes is set off against the 
proposition that, with the mines beginning to be- 
come, exhausted, the world is faced at best with 


a growing relative decline in the supply of stand- 
ard metal. 

In the lecture on “the new gold standard” the 
following sentences will be of interest to the 
reader: 

- - » . Our post-war gold standard is in 
reality quite a different thing from that before 
the War. The essence of the old gold standard 
was that the currency of a country was connected 
with the metal gold and that thereby its value 
was fixed in terms of gold... . . All this has 
disappeared. We now know that the value of 
gold can be controlled by a suitable regulation of 
the world’s monetary demand for gold. This alters 
the whole relation between currency and gold. 
Our ultimate purpose is to give our currency 4 
fixed value in terms of commodities. We regu- 
late the value of gold with a view to making it 
correspond to that fixed value of our currency. 
In its exterior appearance, our currency is a gold 
standard, in so far as it is red in gold; 
but instead of its value being determined by that 
of gold, the opposite is the case. 

A significant portion of the lecture on “The 
New Gold Standard” is devoted to a consideration 
of America’s rather unique position in the world 
of money, and of her responsibilities with respect 
to the stabilization of dollar value. The device 
of the discount rate and its use in fixing the 
amount of “bank cash,” and hence the general 
price level, is dealt with at some length. 

The lectures are presented in Professor Cassel’s 
usual clear and forceful style. 

Ross G. WaLkzr 


How to Analyze Costs, by Coleman L. Maze and 
John G. Glover. The Ronald Press Company, 
New York, 1929. xiii, 389 pp. 

Two professors of management have here writ- 
ten a book on costs which is sufficiently different 
from a cost accounting text to merit the attention 
of all interested in that field. There is nothing 
new or unusual about the cost accounting itself, 
but that occupies less than 20% of the book; the 
rest of the material has to do with the setting in 
which cost analysis is made, the facts with which 
it has to deal, and the service which it may be 
expected to perform in those circumstances. Any 
work which performs these tasks well is entitled 
to consideration, and in many respects this book 
does distinctly well in those matters. The indus- 
trial, organization, and operating conditions which 
make cost accounting useful and necessary are laid 
out in a convincing manner. 

One interesting result of this treatment is the 
demonstration which is given as to why manufac- 
turing burden is so much more difficult and com- 
plex to handle than direct materials and direct 
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labor. Most books on the subject make the state- 
ment that this is so, but in many cases it is not 
very apparent just how and why burden problems 
are difficult; in this book one chapter each is given 
to direct materials and direct labor, after which 
nine chapters are devoted to different phases of 
manufacturing burden. In the chapter on the 
analysis of power plant costs (Chapter X), ex- 
planation is given as to precisely what may be 
expected of a good power plant, with forms and 
diagrams clear enough to explain these matters 
to a layman with no engineering training; many 
accounting men will welcome additions to their 
information made in such simple terms. This very 
chapter is, however, an example of the limitations 
of the book on the cost accounting side, in that 
there is no reference to the significance of the 
distinction between fixed and variable charges, nor 
to the fact that the former are in some cases used 
as a basis for a charge to departments in propor- 
tion to their capacity to use power, while the latter 
are invariably distributed on the basis of the 
actual use of power. 

This same brevity of treatment, combined with 
the pedagogical instincts of the authors as teach- 
ers, is doubtless responsible for many statements 
which are probably more dogmatic than the authors 
themselves intend. Teachers are in a constant 
dilemma on this matter, finding that carefully 
worded and qualified statements often fail to carry 
conviction, whereas categorical and unqualified 
statements often carry the wrong conviction. It 
would be invidious to use a point like this to 
criticize, when all teachers are open to the criti- 
cism in a greater or less degree; but just as an 
example of the sort of thing intended, it may be 
doubted whether the authors considered the fol- 
lowing to be universally true: “No portion of the 
overhead cost of operating the maintenance de- 
partment is charged against the departmental 
standing orders” (page 181). There are, of course, 
in practice numerous cases where overhead cost of 
the maintenance department is charged against de- 
partmental standing orders, either as a separate 
item of burden at a special rate, or combined with 
the labor charges. 

The authors have properly given prominent at- 
tention to the important subject of standard costs, 
and their treatment will help many to understand 
that subject. There are, however, many cost ac- 
countants who would disagree with the statement 
“that in every case the average is the criterion to 
be followed in setting the standard” (page 9). 
The authors have themselves called attention to 
the different lights in which standards are re- 
garded, expressing themselves (page 22) in favor 
of regarding standard costs as a complete cost 
system in themselves. It is no deprecation of the 
value of standard costs to point out that they may 
be used in combination with any type of cost 
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system, and that their greatest value probably is 
to serve to interpret cost figures reported under 
any cost system. The authors repeat (page 300) 
the old expression that “on analysis it is found 
that ‘actual costs’ do not exist,” but in the follow. 
ing pages are shown forms in which actual costs 
are listed in certain columns, to be contrasted with 
standard costs. 

As far as the strictly accounting part of the 
work is concerned, it is probable that it will be 
more helpful to people in business than to stu 
dents, since the former will be able to make those 
mental qualifications upon many statements in the 
book which the authors themselves undoubtedly 
intend; but the management and operating parts 
of the book will be useful alike to students and 
business men in showing clearly the conditions 
which call for cost accounting, with some explana- 
tion as to the way in which those needs are met 

T. H. Sanwpens 


Industrial Management, by Richard H. Lansburgh. 
John Wiley & Sons, Inc., New York, 1928 
x, 509 pp. Second edition, rewritten and reset 
The first edition of this book, published in 

1928, has been widely used in collegiate schools of 
business which were near the beginning of their 
rapid expansion at that time, and has found other 
uses in educational institutions and elsewhere both 
as text and background. It has been a useful con- 
tribution to teaching literature; at the time it was 
first published it marked a departure towards the 
weaving in of specific, factual, and informational 
material with the related deductions, opinions, and 
principles in the several sections subsequent to the 
introductory one. 

A number of similar books have followed, as 
well as other texts having a different structure. 
The present revision of Lansburgh’s book has 
added considerably to its value and brings it back 
to a leading position among such works. Two 
principal expansions are in factual material having 
to do with mechanical equipment of production 
and transportation, and in the treatment of re 
lations with workers and of changes in union atti 
tude. In both of these subjects progress in the 
last five years has given ample material for re 
vision and new treatment, and the book in review 
reflects an appreciation of the changes that this 
period has brought about. 

Of particular interest to cost accountants are 
additions and expansions in the fields of control 
by cost accounting, operation under budget, and 
control of quantity production. Aside from thesé 
sections which touch cost accounting more or les 
directly, the book will be found to be an ul 
usually well correlated outline of operating pri- 
ciples, departmental structures and relationships 
and current trends in manufacturing. 

Joun Gurney CALLAN 
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Seourity Syndicate Operations, by Arthur Galston, 
The Ronald Press, New York, 1928. ix, 200 pp. 
Revised and enlarged edition. 


This book is a descriptive analysis of the vari- 
ous types and functions of security syndicates, 
and, as the title implies, it deals largely with the 
operations, or pure mechanics, of these organiza- 
tions. The subject of security syndicates itself 
is ordinarily drab, ponderous and generally a mys- 
tery to the layman, but the author presents it in 
a condensed form, so readable as to remove much 
of the surrounding vagueness. A student of in- 
vestment banking will find the book a source of 
much valuable and worth-while information. 

The entire gamut of syndicate operations is run. 
Chapter 1 sets forth a brief description of “joint 
accounts” used by investment bankers in security 
distribution. Chapters 2 to 6, inclusive, embrace 
descriptions of the various types of security syn- 
dicates, while special emphasis is given to the 
relations between and liabilities of the vendor cor- 
poration and syndicate. The formation and func- 
tion of the distributing syndicate is presented in 
some detail, illustrated by excerpts quoted from 
actual syndicate agreements. Chapter 6 also de- 
votes considerable attention to limited and un- 
limited liability syndicates, with an analysis of 
their respective advantages and disadvantages. 
Chapters 7 to 9, inclusive, discuss syndicate agree- 
ments, stressing their provisions and common vio- 
lations, concurrently suggesting remedies for the 
latter. Chapter 10 analyzes syndicate accounting, 
illustrating by ledger forms the accounting for the 
individual syndicate groups, methods of closing 
the books, and participation, expense and profit 
allocation. Finally, Chapter 11 sounds an histori- 
cal note in setting forth developments of syndicate 
agreements through the years, and at the same 


. time, draws contrasts between old and new forms. 


Material in this volume has been revised and 
enlarged from a previous edition, the avowed pur- 
pose of the author being to keep abreast of the 
times and prognosticate future trends in syndica- 
tion. He seems to have succeeded admirably in 
accomplishing this purpose for one detects a broad- 
minded and alert attitude throughout. Unlike 
many commentators on existing systems he has 
spiced his criticisms with constructive suggestions. 
Education and cooperation are his keynotes. Ap- 
parently, Mr. Galston is a devotee of the new 
school of business thought and principles which 
frowns on subterfuge and obscurity, for he re- 
peatedly praises the growing recognition of busi- 
ness ethics by security syndicates. 

Excerpts of letters and quotations from syndi- 
cate agreements lend a practical atmosphere to 
the book, which is enhanced by lucid explanations 
on the part of the author. In this manner excel- 
lent illustrations of salient points are provided. 
The inclusion of these excerpts necessitates some 
repetition, however, which is caused by an attempt 


to draw lines of demarcation between mirior dis- 
tinctions and differences in terminology. 

Chapter 10 on “Accounting of Transactions” 
should be of interest to accountants, for the author 
admits a weakness in the accounting methods em- 
ployed by security syndicates. It is conceivable, 
therefore, that a study of this book and the meth- 
ods in vogue might furnish a background upon 
which to base possible revisions of the accounting 
procedure. C. Gorpon, JR. 


Manual of Accounting, Reporting, and Business 
Procedure for the Territorial Government of 
Hawaii, by Henry P. Seidemann. Institute for 
Government Research, Johns Hopkins Press, 
Baltimore, 1928. xxviii, 570 pp. 


This valuable contribution to the scant litera- 
ture of governmental accounting is the result of the 
author’s work in the formulation and installation 
of a budget system and a uniform system of ac- 
counting, reporting, and business procedure under 
a special Act of the Hawaiian Legislature. Its 
stated purposes are “(1) That of making known 
certain essential principles which, it is believed, 
should find expression in the systems of financial 
administration of a Commonwealth, and (2) that 
of furnishing a concrete illustration of the appli- 
cation of those principles.” These purposes are 
properly conceived and adequately carried out. 
The book presents the principles on which the 
system and procedure are based; a description of 
the budget system; forms of financial reports; 
skeleton General Ledger accounts; necessary forms 
for all documents and records and full explana- 
tions of all of the foregoing. 

The problem before the author has been ap- 
proached with a clear recognition of the true scope 
and purpose of governmental accounts—the estab- 
lishment of fidelity of administrative offices, and 
the development of financial information required 
in administration. For these purposes the supreme 
importance of regular and comprehensive financial 
reports has been recognized and the accounting 
system designed to make such reports readily 
possible. 

The work is particularly commendable because 
of the recognition, in general, of correct principles 
applicable to a system of public accounts. Among 
these may be mentioned: 

(1) The complete classification of all accounts 
by funds. 

(2) The necessity of accounting for all re- 
sources and obligations from the time they are 
instituted instead of merely accounting for cash 
received or disbursed which is often the limitation 
of public account systems. 

(8) The inclusion of capital expenditures as a 
part of the fiscal operations. 

(4) The division of surplus, (a) by funds, and 
(b) as to current and capital, the latter represent- 
ing the excess of fixed assets over fixed liabilities. 
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(5) The development of a suitable form of 
balance sheet in which all resources and obligations 
are classified by funds. 

(6) A thorough and comprehensive classifica- 
tion of income and expenditure. 

The writer of this review would take exception 
to certain of the principles, ordinarly considered 
“orthodox,” which have been scrupulously followed. 
For example, a strict separation has been main- 
tained between “budgetary” and “proprietary” ac- 
counts. The author states that the use of a bal- 
ance sheet in a government is not the determination 
of solvency as is the case in private business. 
That being true, the place of a “proprietary bal- 
ance,” in the judgment of the writer, is of ques- 
tionable significance. Its preparation during the 
course of a fiscal period sets forth a condition of 
surplus which lacks administrative usefulness, 
since it does not take into account the unaccrued 
resources of the period, or the commitments of 
those resources in the form of appropriations or 
outstanding obligations not yet reduced to liabili- 
ties. The separation of the two groups of ac- 
counts calls for much duplication since the same 
transactions are recorded in both. In the schedule 
of transactions presented in Appendix 1, out of 
a total of 67 transactions, 26 required entry in 
both groups. 

Other items of doubtful significance which may 
be mentioned are the setting up of expenses paid 
in advance as deferred debits to be carried for- 
ward and entered as expense of a subsequent 
period. These items, like capital items, have al- 
ready been expended and cannot be recovered in 
such a way as to increase the surplus available 
for expenditure during a subsequent period. Con- 
sequently, the writer believes they should be 
treated in full as expenditures of the period in 
which they are incurred and in which cash must 
be provided to meet them. The inclusion of de- 
preciation as an expense in governmental oper- 
ations, other than business enterprises, involving 
as it does purely a bookkeeping entry and not 
carrying with it the setting aside of a fund for 
replacement, is likewise of doubtful merit. 

Whatever may be said along these lines, the 
procedure as set forth in the Manual is entirely 
consistent from the viewpoints upon which it is 
based. Its exposition is remarkably clear and 
comprehensive. Its contents and style are stimu- 
lating and refreshing. It will prove its value for 
study and reference as a presentation of a most 
excellent system of governmental accounting, and 
an effective illustration of the practical use of such 
a system. As such it is a welcome addition to the 
literature of both accountancy and government. 

Lioyp Morey 


120 Graduated Exercises in Bookkeeping, by Rob- 
ert R. Thompson. Sir Isaac Pitman & Sons 
(Canada), Ltd., Toronto, 1928. ix, 276 pp. 


This is the modest title of a book which js 
more than a mere collection of problems. Although 
it is intended to be used with a text book, it cop. 
tains some explanatory and illustrative material. 

Special rulings are illustrated by eighteen forms 
of from one or two pages, and each form is ex 
plained. A chart shows the relationships of the 
subdivisions of the manufacturing, trading, and 
profit and loss statements. The 120 exercises are 
arranged in thirty groups. In general each exer 
cise ends with a trial balance or other statement, 
Debit and credit are presented through ledger ae. 
counts, which are followed by journalizing and the 
use of special rulings in books of original entry, 
Drill is provided on controlling accounts, reserves, 
partnership accounts, manufacturing accounts in- 
cluding distribution of expenses, statement of af- 
fairs and numerous other features common to the 
first course in accounting. 

Corporation accounts have been omitted. The 
set-up of manufacturing, income, profit and loss 
statements and balance sheets is not illustrated. 
Hence, the method of presentation of these state 
ments is left to the teacher. 

The principle of debit and credit is presented in 
a form which on one side shows debits as increases 
in assets, decreases in liabilities, expense items, or 
decreases in proprietorship. With this presenta- 
tion no one can disagree, but why was it necessary 
to head the debit column “In” and the credit 
column “Out”? (Shades of a half-forgotten rule?) 

The exercises throughout the book are well 
chosen for drill in the principles to be mastered by 
the student, and are reasonably short. The author 
has not strained for realism; nevertheless, the 
accounts and the amounts used ir the problems are 
typical of actual business. The special features of 
each group of exercises are listed in a “table of 
exercises,” and a teacher may select easily drill 
work on the several aspects of this course. This 
book would be useful in connection with any text 
on elementary accounting, or for drill material if 
the subject were presented without a textbook. 

CHartes A. GLovER 


Auditors Reports and Working Papers, by D. © 
Eggleston. John Wiley & Sons, New York, 
1929, vii, 305 pp. 

The content of the book entitled “Auditors 
Reports and Working Papers” is divided into two 
general parts, namely, Part I which considers 
Working Papers with Reports, and Part II which 
presents Sundry Illustrative Reports. The first 
part gives the working papers and reports for one 
concern in each of the following businesses: Book 
Publisher, Cotton Goods Converter, Investors, 
Stock Brokers, and a Manufacturer. The second 
part presents illustrative reports for a Department 
Store, Mining Company, Manufacturing Company, 
Public Utility Company, and a Public Service 
Company. 
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As indicated above the content of this book 
covers audits for a number of firms in several 
lines of activity, which gives the necessary variety 
to acquaint the reader with the peculiarities in 
auditing work brought about by the nature of 
different types of businesses. The book might have 
contained one investigation and report where a re- 
financing program was to be inaugurated or a con- 
solidation to be effected. The reports of presidents 
to their stockholders which are included should be 
helpful, since an individual at some time or an- 
other must refer to such reports. 

On each of the five audits considered in the first 
part of the book a program of audit is included 
which contains in detail the various things the 
auditor should do. The reviewer is of the opinion 
that auditing by its nature is such that a definite 
routine for the conduct of an audit cannot in every 
case be established and wherever it is so under- 
taken tends to reduce the audit to too much of a 
There is no doubt that in- 
experienced junior accountants may need some aid 


to give them the proper perspective in their work 
but this, it seems, should come about at least in 
some cases by discussion and not so much by a 
ritual. The latter may lead the junior to believe 
that when the various items are checked off the 
audit is complete and satisfactory, which may not 
be the case under the particular circumstances. A 
routine procedure is also likely to stunt the in- 
genuity and initiative of junior accountants be- 
cause, by force of habit, they may depend more 
and more upon the mechanical device and less and 
less upon their own intellectual capacity. If the 
author had selected one case in which the circum- 
stances had been such that a program of audit 
would not have been feasible, the reviewer feels 
it would have been a help to both students and 
junior accountants who may use the book. 

By and large, the book, if used in conjunction 
with an auditing textbook, should prove helpful 
and aid a student or general reader to get a more 
concrete idea of the application of the principles 
as found in the text. Pavt B. Corrman 
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UNIVERSITY NOTES 


UNIVERSITY OF ALABAMA 


Mr. H. H. Chapman has returned from 
a year’s graduate study at Columbia Univer- 
sity. Mr. Chapman has been promoted from 
the rank of associate professor to that of 
professor of accounting. Mr. Lee Glover has 
received his M.A. from the University of Chi- 
cago. 

A semester course in “Retail Accounting 
and Control” is being offered for the first 
time. Accounting classes are increasing in 
enrollment with the increasing enrollment in 
the School of Commerce. The main event 
of the year has been the moving of the school 
into a new building where the departments 
of accounting and statistics are housed in very 
adequate quarters on the third floor. 


CARNEGIE INSTITUTE OF TECHNOLOGY 


Mr. William T. Crandell, who has charge 
of the work in accounting, will be on leave 
of absence for the year 1929-1980 to con- 
tinue his work for the Ph.D. degree at the 
University of Michigan. His position has 
not yet been filled. 

Mr. Crandell is acting as executive secre- 
tary in charge of the finances and accounts 
of all non-athletic student activities. 


DARTMOUTH COLLEGE 
Mr. Archie M. Peisch has been made a 
member of the Bureau of Placements of the 
American Institute of Accountants. 


DRAKE UNIVERSITY 


New members of the staff this year are 
Thomas W. Rogers, who came from the Uni- 
versity of Chicago to take charge of the work 
in accounting, and Edward P. Kautz, M.B.A. 
Harvard. 

Mr. Logers is doing some research in the 
field of labor turnover and published an ar- 
ticle on the subject in the current issue of 
the Labor Review. The principal speaker 
at the annual Recognition Day of the School 
of Commerce will be Dean William H. Spen- 
cer of the School of Commerce and Admin- 
istration at the University of Chicago. 

A bill has recently been introduced into 
the Iowa legislature to abolish the present 
state board of accountancy and establish an- 


other composed of three practicing accoun, 
ants, a non-practicing accountant engaged jp 
educational work, and the attorney-general 
of the state. The bill also provides that 
graduates of the accounting courses of 
nized schools of commerce shall be admitted 
to examination without the usual experienc 
requirements. Changes in licenses and fees 
are also proposed. 


UNIVERSITY OF FLORIDA 

Mr. H. W. Gray, associate professor of 
accounting, has been in charge of accounting 
courses since September, 1926. Mr. F, ¢ 
Ward is instructor and Mr. P. C. Scaglion 
student assistant. 

Twenty-four semester hours in accounting 
are now offered to undergraduates and a grat 
uate seminar is also given. Mr. Gray has 
been appointed a member of the committee 
on statistics of the Florida Institute of Ae 
countants. The committee plans to make 
studies of financial and operating ratios of 
Florida industries, the data to be furnished 
by the members of the institute. 

Mr. Orton Boyd, formerly of this depart 
ment, has opened offices in West Palm Beach 


GEORGIA SCHOOL OF TECHNOLOGY 


Mr. Earl B. Sanders, C.P.A., has left pub 
lic practice after six years’ experience to be 
come assistant professor of accounting im this 
department. Mr. J. R. Duggan, instructor 
in marketing, has left the department ant 
Mr. P. M. Holmes has been appointed assist 
ant professor of marketing. Mr. Holmes will 
conduct research work for the school. 

Co-operative arrangements have been male 
whereby juniors and seniors in accounting 
will enter public accounting offices during th 
busy season. 


IOWA STATE UNIVERSITY 
Mr. H. H. Wade, associate in accounting 


has received his C.P.A. certificate as the 19 


sult of the last examination. 

Dean William E. Cox of the University 
of Washington will offer a course in Mane 
gerial Accounting during the 1929 summét 
session. 


Mr. 
acec 

the 

Co 
sists 
stru 

fess 
vers 

the 

cha 

for 

wor 

secr 

Yor! 
h 

cha 
resig 
Mr 
h 
of t 
tials 
ald 
relat 
by ¢ 
duce 
F, 

offe 
prog 


account 
gaged in 
general 
des that 
of recog. 
admitted 
cperience 
and fees 


fessor of 
ccounting 
ir. ¢ 
Scaglione 


ccounting 
id a grat- 
Gray has 
ommittee 
te of Ac 
to make 
ratios of 


furnished 


is depart 
lm Beach. 


GY 

left pub 
nee to be 
ng in this 
instructor 
ment and 
ted assist 
olmes will 
1001. 

been made 
rccounting 
during the 


University Notes 


KANSAS STATE AGRICULTURAL COLLEGE 

Mr. H. A. C. Ross has left the depart- 
ment this year and Mr. A. R. Jones has taken 
his place. Mr. Jones has had a year of 
secounting practice and is a graduate of the 
University of Kansas. He will have charge 
of a new course in C.P.A. problems. 

Mr. H. M. Stewart has been promoted 
to an assistant professorship. 


LA SALLE EXTENSION UNIVERSITY 

Mr. W. B. Castenholz has been appointed 
chairman of the Pan-American Committee of 
the American Society of Certified Public Ac- 
countants. On October 17 Mr. Castenholz 
addressed the General Accountants Associa- 
tion of Canada at Toronto on the subject of 
auditing. 

LEHIGH UNIVERSITY 

New men in the department this year are: 
Mr. Whiten Powell, assistant professor of 
accounting, who was formerly instructor in 
the department of Agricultural Economics at 
Cornell University; Mr. Ward Bishop, as- 
sistant professor of economics, formerly in- 
structor in economics at the University of 
Illinois; Mr. D. E. Anthony, assistant pro- 
fessor of economics, formerly of the Uni- 
versity of Nevada. 


NEW YORK UNIVERSITY 


Mr. Primus E. Godridge, trust officer of 
the Bankers Trust Co., who has been in 
charge of the classes in Ficuciary Accounting 
for the past fifteen years has resigned. His 
work will be taken by Mr. Chester J. Dodge, 
secretary of the Surrogate’s Court, New 
York County. 

Mr. Frederick S. Todman, who has had 
charge of the work in brokerage accounts has 
resigned and his work has been assumed by 
Mr. Edward Rose. 

Mr. L. C. Amidon and Mr. Theodore Lang 
of this department are the authors of ““Essen- 
tials of Cost Accounting” published by Ron- 
ald Press Company. 

An act to amend the educational law in 
telation to the practice of public accounting 
by Certified Public Accounts has been intro- 
duced in the assembly of New York by Mr. 
M. Smith. 

The School of Commerce and Finance now 
offers three courses: a three year evening 
Program of study leading to a certificate, 
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not a degree; a four year day or six year 
evening program leading to a degree of Bach- 
elor of Commercial Science in some special- 
ized field of business; a four year day and a 
six year evening course leading to the de- 
gree of Bachelor of Science in some field of 
business. 


UNIVERSITY OF NORTH DAKOTA 


Professor Jacob B. Taylor, who was on 
leave of absence for last year, has resigned 
to become a member of the faculty of Ohio 
State University. Mr. Luther H. Lyon was 
appointed head of the accounting department 
to fill the vacancy caused by Mr. Taylor's 
resignation. Mr. Lyon is serving as acting 
dean of the school during the second semester 
of this year. 

Mr. Lyon and Mr. Koch of this depart- 
ment conduct the annual audit of the Grand 
Forks Community Chest. Beta Alpha Psi 
has recently sent a questionnaire to gradu- 
ates inviting criticism of the accounting 
courses and hopes soon to develop a regular 
news letter to alumni which may be instru- 
mental in finding openings for graduates. 


OHIO STATE UNIVERSITY 


Plans are being made to hold the annual 
state conference of accountants at the Uni- 
versity May 18-19. This joint conference 
will be sponsored by the Ohio Society of 
Certified Public Accountants, the Columbus 
chapter of the National Association of Cost 
Accountants, and the University. 

Steps are being taken to organize a chap- 
ter of Beta Alpha Psi, national accounting 
fraternity. 


UNIVERSITY OF SOUTH DAKOTA 


Professor R. H. Sparkman, who has been 
with the School of Business for two years, 
has left the institution to become assistant to 
Professor John R. Commons at the Univer- 
sity of Wisconsin. Mr. E. M. Fitch will take 
graduate work at the University of Wiscon- 
sin. 

Mr. B. E. Tiffany has installed an electric 
posting and bookkeeping machine in the ac- 
counting laboratory, where students are to 
be made familiar with machine bookkeeping 
methods and with the use of calculating ma- 
chinery. 

Dean Spanks is a member of the State 
Tax Commission. 
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UNIVERSITY OF TENNESSEE 


Mr. Dean Drury, instructor in accounting, 
is taking graduate work this year at North- 
western University. Mr. James J. Walker, 
instructor in accounting, gave up his teach- 
ing on February 1 to become assistant treas- 
urer of the University. His place has been 
taken by Mr. Carl Distelhorst, coming from 
the University of Iowa. 

Mr. Harvey G. Meyer was awarded a Wis- 
consin C.P.A. certificate at the last examina- 
tion. 


UNIVERSITY OF VIRGINIA 
Mr. Archer S. Campbell, instructor in ac- 


counting, has been appointed head of | 
Department of Commerce at Emery ; 
Henry University. 


WAHINGTON STATE UNIVERSITY 


Mr. Homer E. Gregory, head of the 
partment of accounting, has publi 
through the Ronald Press “Accounting: 
ports in Business,” 

Mr. Don McGuire has joined the s 
Haskins and Sells. 4 

The local chapter of Beta Alpha Psi: 
pay the examination fee of any member} 
ing the C.P.A. examination within the 
five years, 4 


4 


f 
he 
ali 
1g 
taff¢ 
| 
cr 
} 
+ 
‘ 


